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Section I 

INTRODUCTION 

1. By Order of the Board of Trade dated the 10th February 1958, made 
in pursuance of the powers conferred upon them by Section 164 (1) of the 
Coinpanies Act, 1948, I was appointed to act as Inspector to investigate the 
affairs of General, London and Urban Properties Limited and to report thereon 
in such manner as the Board of Trade might direct. The Board arranged 
that I should have, as required, the assistance of Mr. C. J. H. Deacon, one 
of their Chief Accountants, and I wish at the outset to record how valuable 
has been his assistance both in Ins painstaking examination of the relevant 
accounts and otherwise. 

2. My appointment has been to investigate generally. I have not received 
any direction as to the manner in which I should report, and my appointment 
did not require me (as inspectors are sometimes required) to investigate with 
special reference to a particular topic. 

3. The appointment was consequent upon an application made under s.164 
(1) (a) of the Companies Act, 1948 (hereinafter referred to as “ the Act ”) by 
shareholders holding more than one-tenth of the issued shares of General, 
London and Urban Properties Limited (which company I shall refer to as 
“ General London ”). The grounds of their application related to the circum- 
stances under which another company, Du Cane Court Limited, ceased to be 
a subsidiary of General London. 1 shall refer to this subsidiary as “ Du Cane ” , 

4. The loss by General London of control of Du Cane was first appreciated 
by the complaining shareholders in November 1955 when General London’s 
accounts for the year ended 31st March 1955 were circulated. In fact the 
issue of hitherto unissued shares of Du Cane which, if valid, operated to transfer 
control, had taken place in December 1954; and my inquiries soon showed 
that in order to deal with the subject complained of it was necessary to investi- 
gate the circumstances under which General London had acquired what was 
then a majority shareholding in Du Cane. This acquisition had taken place 
in June 1950, and in turn arose out of events during some two years preceding 
that date. 

5. In addition to the question of its shareholding in Du Cane, I have 
investigated generally the affairs and accounts of General London from 1950 
onwards and I deal herein with those matters which appear to me to call for 
report. By section 166 of the Act I am empowered, in dealing with a holding 
company, to investigate the affairs of its subsidiaries, if I think it necessary 
for the purposes of my investigation. I have thought it necessary to investigate, 
and have investigated, the affairs of Du Cane and of another subsidiary. Grove 
Estates (Twickenham) Limited (hereinafter called “ Grove Estates ”), acquired 
in 1954. 

6. I have examined on oath Mr. Stanley Charles Stuart Henley, who at 
all material times has been the Chairman of Directors of all three companies, 
and Mr. William Livingston who has been Secretary of General London since 
1950 and of the other two companies since their association with General 
London commenced. I have also interviewed the present auditors and other 
persons connected with the companies, and have in addition obtained informa- 
tion in writing from officers and agents of the companies. 
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7. As will appear, it has not been easy to obtain some of the relevant 
information. This is due in part to the passage of time since many of the 
material events, in part to the inability of the companies to produce records 
which one would expect them to have, in part to the death of the former 
auditor and of two of the Directors of General London, and in part to in- 
accurate and misleading information given to me on certain matters, to be 
dealt with in detail in this Report, by the Secretary, Mr. Livingston. For these 
reasons it has been necessary for me to seek information by correspondence — 
sometimes protracted correspondence — and otherwise from a wide range of 
persons and bodies corporate having dealings with the companies, both in 
order to establish some facts and in order to check and corroborate others. 
Unlike the officers and agents of the companies, these persons and bodies 
were under no statutory duty to assist me, and I wish to record my appreciation 
of their co-operation. 

8. This Report deals with a number of matters, some of which are logically 
related or fall into sequence, others of which are isolated. The plan of the 
Report is indicated in the Index prefaced hereto and is broadly chronological, 
although I have not hesitated to depart from order of date where it seemed 
convenient to group cognate matters. 

8a. After all but the final Section of this Report was in draft, I learned 
that on 12th April 1960 a complete change had taken place in the Board of 
General London, in consequence of previous changes in the ownership of the 
Company. These changes are briefly mentioned in Section XVII. It should 
be noted that the body of this Report deals with the state of affairs as it was 
before the recent changes, and expressions such as “ the present time ” should 
be construed as referring to the period immediately before these changes took 
place. 



Section II 

GENERAL LONDON : INTRODUCTORY 

9. General London is a public company, incorporated in January 1934 
with an authorised capital of £320,000 divided into 180,000 6% cumulative 
preference shares of £I each and 140,000 ordinary shares of £1 each. All the 
preference shares and 138,600 of the ordinary shares have been issued and are 
fully paid up. They are quoted on the London Stock Exchange. 

10. In 1950 the Board of Directors consisted of Mr. S. C. S. Henley 
(Chairman), Mr. W. F. Griffin, Mr. R. Colville-Wallis, and Mr. L. A. Freeman 
who retired in that year. Mr. Henley has remained Director and Chairman 
until the present time. Mr. Griffin remained until his death in 1958 and 
Mr. Colville-Wallis until his death in 1959. In January 1956 Mr. N. S. Cole 
was co-opted to the Board in circumstances to be dealt with later, and in 
1959 Mr. K. I. Hamilton became Director. The present Board thus consists 
of Mr. Henley, Mr. Cole and Mr. Hamilton. 

11. Mr. William Livingston has been Manager of the Company from before 
1950, and has been Secretary since November 1950. He was himself a Director 
frotn 1936 to 1946; Mr. Henley is his father-in-law and Mr. Hamilton is his 
son-in-law. Mr. Ian Napier, of Messrs. Napier Henderson Brace and Co., 
was auditor from the Company’s formation and with the exception of the 
year 1943 remained auditor until completion of the accounts to 31st March 
1954. I understand that he died two years later and that his firm soon after- 
wards dissolved. He was succeeded by the present auditor, Mr. M. Arnold 
Hyams, of Messrs. Goodman Jones and Company. 

2 
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12. Mr. Livingston was the largest single shareholder from March 1936 
to April 1938 with a total holding of nearly 70,000 shares, of which he sold 
all but 200 on 1st April 1938. Since then his holding has been relatively small : 
at 31st March 1958 he held 2,000 ordinary shares and no preference shares. 
From 1948 until recently the largest shareholder has been Mrs. Mary Hamilton, 
who is the daughter of Mr. Livingston and wife of Mr. K. I. Hamilton. Her 
holding at 31st March 1958 was 28,161 ordinary and 65 preference shares. 
Those in control of the Company at the time of the events leading to the 
application for this investigation, that is to say the then Directors (Mr. Henley, 
Mr. Colville-Wallis and Mr. Griffin), Mr. Livingston and Mrs. Hamilton, held 
12-6% of the shareholding as at 31st March 1958. 

13. Mr. Henley is a builder of 30 years’ experience; he told me that he 
IS not a financier and that his side of the work of the Board was dealing with 
surveys and valuations and the building side of the Company’s alfairs. Mr. 
Livingston is a property owner with extensive holdings, some of them in his 
daughter’s name. He is a wealthy man and pays a high rate of surtax (para. 
259 below). 

14. Dnder the Company’s Articles of Association the holders of the ordinary 
shares are entitled to vote at meetings of the Company and on a show of hands 
have one vote only. Upon a poll these members are entitled to one vote for 
every share held. The holders of preference shares have similar voting rights 
only if and so long as their dividends are six months in arrear. These shares 
confer the right to a fixed cumulative preferential dividend at the rate of 6 per 
cent per annum on paid up capital and these shares also rank in event of the 
winding-up of the Company as regards the return of capital and the payment 
of arrears of dividend in priority to the ordinary shares but they do not confer 
the right to any further participation in the profits or assets of the Company. 

15. No dividend has ever been paid on the ordinary shares. At the 
commencement of 1950 the preference shares dividend was lOJ years in arrear. 
Thereafter until 1957 dividends at 6% p.a. were regularly paid, but in the 
18 months ending 30th September 1957 a further half year’s payment was 
missed, and the dividend became 11 years in arrear. In the ensuing twelve 
months another half year’s payment was missed, but this was recovered in 
1959, leaving the dividend now 11 years in arrear. 

16. The Company derives its revenue almost wholly from the rents of 
properties, cliiefly dwellings but including some shop property. In the Balance 
Sheet for March 31st 1949, which I take as a convenient starting point because 
it preceded the events with which I have to deal, the Company’s properties 
were valued at £507,271, on which the mortgage debt (including accrued 
interest) was £167,317, leaving a net investment of £339,954. Its net rents 
in the preceding twelve months were £19,918 (after deducting ground rents, 
rates, repairs, insurance and maintenance charges). Its mortgage interest pay- 
able in that period was £6,491 gross, and its net profit £9,901. Taxation pay- 
ments and provisions were £7,279, and the payment of the year’s preference 
dividend of £5,940 was only possible by reason of the previous year’s surplus 
of £3,337 on Profit and Loss Appropriation Account. It had a deficiency of 
current assets of £11,882. 

17. Thereafter the changes in the Company’s revenue-producing assets may 
be summarised as follows : — 

(1) It has consistently pursued a policy of selling individual houses, chiefly, 
I am informed, to sitting tenants. 

(2) It has sold three large properties: in 1953 Eton Court (a block of flats) 
for £90,000; in 1954 its estate at Dulwich for £10,000; and in 1955 its 
estate at Hanwell for £36,500. 

3 
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(3) The greater part of the proceeds of sales has been used to reduce 
mortgage indebtedness. 

(4) In 1950 it purchased its interest in Du Cane for £34,995. 

(5) In 1954 it purchased the shares of Grove Estates for £12,916. 

(6) In 1955 it purchased a shop and flats property. East Vale, Acton, for 
£33,000, of which it borrowed £23,000 on mortgage. 

18. Having investigated all major changes in the Company’s assets during 
this period, I find nothing on which I need to report in the purchase of East 
Vale, or the sale of the Dulwich and Hanwell estates, and very little to say 
about the numerous sales of individual houses. The other changes are dealt 
with later in this Report. 

19. I do not conceive it to be my duty to inquire into the day to day running 
of the Company. The relevant Balance Sheets, Profit and Loss Accounts and 
Appropriation Accounts for the last five accounting periods are summarised 
in Appendices 1 , 2 and 3, and it will be noted that direct rental income declines 
with sales of properties ; the income from the investment in Du Cane and Grove 
Estates is commented on in due course. On the expenditure side I have 
examined details of the management expenses and find them modest. Directors’ 
fees were £650 for the year ending 31st March 1949 but have not thereafter 
exceeded the rate of £425 per annum. The Secretary and Manager has received 
no salary. 

20. The Company has kept proper books of account, and these have been 
available for my inspection and appear to have been reasonably well kept. 
The registers of shareholders and directors have been properly kept. The same 
cannot however be said of some other records. The only Minute Book pro- 
duced to me is that recording Directors’ meetings commencing at 8th January 
1953. The previous Minute Book, which would have thrown much-needed 
light upon a number of transactions, is said to have been last seen in the 
possession of the former auditor, Mr. Napier, deceased. The Chairman, 
when examined, did not know that the book was missing: he said it was usually 
kept in the safe. The Secretary, when examined, was asked by me whether 
he had endeavoured to get the book back, and replied “We did in 1953, 
but then we found that Mr. Napier was, I think, very ill at the time and could 
not attend to business very much, and we dropped it, we could not go any 
further with it. I think they made a search, or said they made a search, in 
his oifice in 1953, but we had to start another book ’’. Mr. Napier in fact 
audited the accounts of 31st March 1954, and his Report attached to those 
accounts is dated 9th November 1954. There is some evidence, referred to 
in paragraph 29 below, that the book was seen by Mr. Wayne, the assistant 
to Mr. Hyams, the next auditor, in 1955. 

21. Despite the provisions of Sections 145 and 146 of the Act, the Company 
could not produce any book recording minutes of proceedings at its general 
meetings. The Chairman thought these minutes were typed out and pasted 
in the back of the Minute Book of directors’ meetings, but there were none 
such in the one produced. As will be noted in due course, there are such 
minutes pasted in the back of the Du Cane Minute Book of directors’ meetings, 
and Mr. Henley assured me that if the missing General London book were 
found, the general meeting minutes would be found in it. Mr. Livingston, 
however, said that he had not been aware that he had a duty to keep minutes 
of general meetings. He had produced to Mr. Deacon at the outset of this 
investigation typed copies on separate sheets of paper, unsigned, of what 
purported to be minutes of general meetings of 25th September 1953, 23rd 
December 1954, 2nd December 1955, 6th January 1956 and 31st January 1957, 
but when examined he said “ I did not know we were keeping minutes of 
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Annual General Meetings He replied “ I cannot imagine ” when asked 
where the minutes of general meetings prior to 1953 were. The inability of 
the Company to produce other documents, such as correspondence, copies 
of circulars, and the like will be mentioned in this Report, passim. 



Section HI 

THE ACQUISITION OF DU CANE 

22. The association of General London with Du Cane began in 1950 when 
General London bought for £6,000 a majority shareholding in the latter com- 
pany. Du Cane is a company whose constitution and management will be 
discussed in the next Section of this Report. For present purposes it is 
sufficient to say that of its authorised share capital of 500,000 one-shilling 
shares, only 267,731 had at that time been issued and that it had in issue 
£199,250 6% mortgage debentures, redeemable in 1978 at 105%. Its only 
revenue-producing asset was Du Cane Court, a large block of over 700 flats 
at Balham, London, carried in its Balance Sheet at a valuation of £381,650 
and subject to mortgage for £160,000. The accounts for the year ended 31st 
March 1950 showed a profit for the year of £3,970 and an accumulated 
deficiency on Profit and Loss Account of £63,644. It had for many years 
been in arrear with debenture interest payments and it was in the hands of a 
receiver appointed by certain of the debenture holders. 

23. Mr. Livingston apparently conceived the idea of acquiring control of 
Du Cane and re-financing it so as to pay out those debenture holders who 
had appointed the receiver. Its short-term prospects of yield cannot have 
been good, since all its flats were subject to rent control, but no doubt so 
large and so modern a property of this kind would have its earning capacity, 
and with it its capital value, enhanced on any relaxation of rent restriction. 

24. A block of 230,500 Du Cane shares (86% of the then issued share- 
holding) had been owned by a company named the Central London Property 
Trust Limited, which I shall refer to as “ Central London ”. This company 
had emerged from a debenture holders’ receivership in the previous year and 
was associated with General London in that the same persons were directors 
of both companies and its Secretary was Mr. Livingston. Apart from its 
interest in Du Cane its assets were of little value (it owned properties at 
Horsham and Saltdean, both administered by mortgagees’ receivers) and its 
Balance Sheet of 28th February 1950 showed a capital deficiency of £67,230. 

25. By a transfer dated 17th February 1950, which I have inspected, the 
230,500 Du Cane shares were transferred by Central London to General London 
for the sum of £6,000. For some time during my investigation Mr. Livingston 
asserted that he was the vendor of the shares, and this I shall discuss in due 
course. The books of General London show that the transaction of 17th 
February was later cancelled and the price repaid, but the £6,000 was again 
paid out on 3rd April 1950. No further transfers were executed, and I am 
satisfied that from 3rd April 1950 Du Cane was the subsidiary of General 
London. The directors of Du Cane had for some time been the persons who 
were directors of General London, and Mr. Livingston had become Secretary 
of Du Cane. General London further increased its stake in its subsidiary on 
25th May 1950 by paying Mr. Livingston £28,995 as the price of £22,500 of 
the Du Cane 6% debentures. 

26. The reorganisation of Du Cane’s finances was accomplished on 1st 
June 1950. In place of the existing mortgages of £160,000, a mortgage of 
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£315,000 was obtained from the Legal and General Assurance Society Limited 
on terms requiring the repayment of £5,000 of the advance annually. The 
receiver had been appointed by the First Mortgage Co-Operative Investment 
Trust Limited, holders of £118,220 of the 6% debentures. That company had 
also advanced money on loan to Du Cane, the debt standing at 1st June at 
£8,073. The funds raised on the new mortgage were sufficient to pay off the 
old mortgage and to pay to the First Mortgage Co-Operative company their 
loan with accrued interest, and to redeem their debentures at 105% together 
with some six and a half years’ arrears of debenture interest. There was also 
redeemed at the same time and on the same terms a holding of £7,410 of 
the debentures by Hightrees Investment Trust Limited, this being done, accord- 
ing to Mr. Livingston, at the insistence of the Chairman of the First Mortgage 
Co-Operative company, as part of the bargain in consideration of which the 
receiver was withdrawn on the same day, the 1st June. The redemption of 
the Hightrees company’s debentures was financed by Mr. Livingston, the 
mortgage advance having been exhausted by the other payments. 

27. These transactions are recorded in the minutes of a Directors’ meeting 
of Du Cane held on 1st June 1950at which were present Mr. Henley (Chairman), 
Mr. Freeman, Mr. Colville-Wallis and Mr. Livingston. The whole of the 
minutes of this important meeting are reproduced at Appendix 4 to this Report. 
The reference to the loan to the Company by Mr. Livingston of a sufficient 
sum to meet the balance required will be found in minute No. 4. In the next 
two minutes will be found resolutions to make further redemptions of debentures, 
namely of those of a nominal value of £5,250 and of a further £2,000 annually 
from those held by Mr. Livingston and his associates. The £5,250 were re- 
deemed from Mr. Livingston’s holding on 14th June 1950. (Whether any of 
these redemptions were valid depends upon the retrospective operation of a 
memorandum referred to in para. 211 below.) Minute No. 7 is important 
to this Investigation; it records the granting to Mr. Livingston of a species 
of option on the then unissued shares of Du Cane, and will be discussed in 
detail in Section XII of this Report. 

28. To complete the story of the take-over by General London it must be 
recorded that both Mr. Henley and Mr. Livingston state that at the time 
thereof Mr. Livingston gave a personal guarantee to General London that it 
would receive £5,000 a year income from Du Cane. Mr. Henley’s examination 
on this point is as follows: “Q. In what way was that (so. the take-over) going 
to help General London? A. From an income point of view, which they 
would receive. Since 1950 Du Cane Court has paid General London £5,000 
a year dividend on the shares. Mr. Livingston himself was so anxious that 
General London should take it over and accept it that he actually guaranteed 
himself personally that if their income did not justify £5,000 interest, he would 
guarantee the balance and make it up to £5,000. That was gross, of course”. 

29. There is no contemporary document evidencing this guarantee; it is 
said to have been recorded in the minutes of General London, but, as already 
indicated, the Minute Book has not been produced. In the early stages of 
this investigation Mr. Wayne, who was at the material time Goodman Jones 
& Co.’s clerk engaged on the audit of General London’s books, and is now 
in practice on his own account as a Chartered Accountant, informed Mr. Deacon 
that he had seen the guarantee minuted in the General London Minute Book. 
On Mr. Deacon then asking the Secretary for the book, the latter replied “ in 
regard to the last paragraph of your letter, Mr. Wayne was mistaken ”. 
Goodman Jones & Co. also wrote to Mr. Deacon, that “ on reflection it would 
seem possible that the minute was seen by Mr. Wayne in the Directors’ Minute 
Book of Du Cane Court Ltd., which was inspected by him for the purpose 
of the audit of that company ”. I have since seen Mr. Wayne, who states 
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that he has seen some document recording the guarantee and that he originally 
thought that this document was the General London Minute Book, but that 
if Mr. Livingston states that the book was lost before 1955 the entry must 
have been elsewhere, such as in the Du Cane Minute Book. In fact there is 
no such entry in the Du Cane Minute Book, and there is no reason why there 
should be: the General London Minute Book was the proper place to record it. 
There is an extant reference to the guarantee in the document purporting to 
be a copy of the minute of General London’s Annual General Meeting of 
25th September 1953: this records “ Mr. Cole asked about the income payable 
to the Company from Du Cane Court and the Chairman informed him that 
it was guaranteed by Mr. Livingston for the payment of £5,000 gross per 
annum ”. I am prepared to accept that the guarantee was given. Mr. Living- 
ston states that it was to run for five years. The actual payments are discussed 
at paragraph 74 (p. 19 below); Mr. Henley was mistaken in thinking that they 
were wholly by way of dividend. 

30. It is clear that the originator of the scheme to make Du Cane a 
subsidiary of General London was Mr. Livingston. What may not be so 
clear is why he should do so when Du Cane, with whatever profit-making 
possibilities it had, was already the subsidiary of another company, namely 
Central London, controlled by the same directors and secretary. I asked 
Mr. Henley how the question of the purchase of the shares arose, and he 
replied: “ Mr. Livingston was the first man to bring the business up. For two 
years previously to this, he had, for quite two years, been trying to get Du Cane 
Court for himself, and eventually he thought he would pass it over to General 
London. He did it, more or less, to help General London, because General 
London were in rather a bad way of business then, they were in rather a bad 
way, and he thought by getting Du Cane Court and passing it over to General 
London like this it would help them — which of course it did”. 

31. The examination of Mr. Livingston on this point is as follows: “ Q. When 
these proceedings for freeing Du Cane from the receiver were in progress, did 
you consider yourself taking over Du Cane and leaving General London out? 
A. I did, and I could easily have done it. Q. Why did you bring General 
London in? A. I thought it would be of advantage to General London to 
do it if they could. I did not know whether it would be, but it could have 
been a valuable asset, and it has turned out to be; so, having a big stake in 
General London, I put it over to help General London. Q. What is your 
big stake? A. About £35,000. Q. Invested in what? A. In the ordinary 
shares ”. 

32. This explanation is not one which I am able to accept. I believe that 
the clue to why General London was brought in is to be found in their purchase 
of the £22,500 Du Cane debentures from Mr. Livingston, and in the prior 
history of those debentures, and to these matters I now turn. 

33. Before his examination, I had by letter referred Mr. Livingston to a 
statement of his in conversation with Mr. Deacon that he had acquired £42,000 
of the Du Cane debentures from the former Receiver, and I had asked for 
production of the transfer. He replied, in a letter dated 8th July 1959, 
“Certainly I have acquired £42,000 of the 6% debentures from the Receiver, 
Mr. G. S. Clarke, in 1950. This was done after the hearing in Chambers 
before a Master. In accordance with the directions then agreed before the 
Master, I attended with a bankers’ draft at the office of a firm of solicitors 
in the City acting for the Receiver and received in exchange for the bankers’ 
draft the debenture deeds. There was no transfer form. The whole matter 
was arranged in the Chambers of the Master when directions were issued and 
procedure agreed ”. 

7 
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34. Having obtained the actual debentures held by General London, 
totalling £22,500, I observed that each document was indorsed with a state- 
ment of change of registration to the name of William Livingston preceded 
by the words “ Duly executed transfer dated the 1st June 1950 having been 
produced to the Company . . . On putting this by letter to Mr. Livingston, 
he replied on 22nd July 1959 “ I certainly made a mistake in thinking there 
was no transfer but I inform you definitely that the amount I handed to the 
Receiver was £47,000. The £22,500 debentures sold to the General London & 

Urban Properties Limited were in fact part of this £42,710 I have searched 

high pd low for this transfer but I am afraid I cannot find it. With regard 
to this particular point I must emphasise again as I have before that I paid 
the Receiver above par for these debentures and transferred them to the General 
London & Urban Properties Limited at the same price ”. 

35. That, then, is the first account which I received of the transaction: 
£42,710 debentures bought by Mr. Livingston for £47,000, and of them, £22,500 
re-sold to General London. The price on the re-sale was not mentioned in 
the correspondence, but there was little room for controversy over this as the 
price of £28,995 was shown in General London’s published accounts. 

36. A second version emerged when Mr. Livingston was first examined 
on 14th October 1959. As soon as I asked about the purchase for £47,000 
he handed me a letter to him from Richard Coates & Company, the auditors 
of both Du Cane and Central London, written at the time when I was corres- 
ponding with Mr. Livingston, as mentioned above: 

“ 22nd July, 1959. 

Dear Mr. Livingston, 

In reference to your telephone call of today, we have examined the 
books of Central London Property Trust Ltd. in which are recorded the 
sums stated to have been recovered by the Receiver of that Company in 
respect of the sales of certain of its assets including £42,710 of Debentures 
and 230,500 of Ordinary Shares held by him in Du Cane Court Ltd. and 
find that there is recorded an acknowledgement in the Receiver’s accounts 
that you paid to him the sum of £47,000 on or about the 6th December 
1948 comprising two sums of £22,000 and £25,000. 

Yours faithfully, 

RICHARD COATES & CO.” 

37. This letter gives the impression, although it does not expressly state, 
that the Receiver sold the shares and debentures to Mr. Livingston for the 
£47,000. I put this impression to Mr. Livingston and he stated that it was 
correct. It is to be observed that the sate is now put at December 1948, and 
not 1950, and I called Mr. Livingston’s attention to the fact that the actual 
debentures handed to General London, in addition to the indorsement men- 
tioned in paragraph 34 above, bore an indorsement recording a transfer of 
registration on 22nd December 1948 from Central London Property Trust to 
National Bank (Branch Office Nominees) Limited. Mr. Livingston said this 
was because the National Bank were holding them as security for a loan; he 
added that they were probably deposited with the bank by the Receiver, and 
were in 1950 transferred to him when he was able to pay off the loan. 

38. It is to be further observed that the £47,000 is now stated to have been 
paid for the shares as. well as the debentures. I asked why in that case the 
transfer in 1950 to General London was made by Central London and not 
by Mr. Livingston: he said “ I cannot understand that ”. He said he bought 
the shares for £6,000 and re-sold them to General London at the same price. 

I pointed out that if that was so, he paid £41,000 for £42,710 debentures, or 
approximately 96%, and re-sold £22,500 debentures for £28,995, or 
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approximately 129% and made a profit of over £7,000 on the re-sale. He said 
“ I cannot believe it,” and, later, “ I am bound to accept it”. I pointed out 
that in the prior correspondence with me he had not disclosed that the shares 
as well as the debentures were bought by him from the Receiver, to which 
he said “ I am sorry, that was a mistake”. 

39. The following are the parts of the examination dealing with (a) why, 
out of £42,710 debentures, £22,500 were re-sold to General London, and (b) 
how the price to General London was calculated; 

“ Can I summarise the transaction ... in this way: you had to borrow 
money from the Bank in order to acquire the shares and debentures in Du 
Cane, and then, with the assistance of the money you received from General 
London, you paid off the Bank, and General London received the shares and 
some of the debentures? A. Yes. Q. How was the division of the debentures 
between you and General London arrived at? A. We worked out that we 
needed £35,000, that was all we needed, so we reckoned £6,000 for the shares 
and such an amount of debentures as would be worth £28,000 or £29,000. 
Q. You say ‘we reckoned we needed £35,000’. A. The Board did. Q. It 
means that you personally needed it from General London? A. If I had 
needed more I would probably have sold much more, but I did not need mote. 
Q. You needed that sum from General London to enable this purchase to go 
through? A. That is right. Q. And you adjusted the number of debentures 
to that figure? A. That is quite right. I think that was it ”. 

>tl 9lC >•> 

“ Q. I thought you said this morning that the price on the re-sale to General 
London was calculated pro rata according to what you paid, but it does not 
look as though that was correct. A. That was my idea, that is what we 
reckoned for it. We made a careful calculation at the time, I remember. 
Q. What was the calculation? A. Well, we had a Board meeting about it, 
and calculated it. We fixed the selling price at £35,000 and then the Board 
considered how much would be allocated to the debentures and how much 
to the shares. Q. You see, the price to General London was £28,995, a broken 
sum and not a round sum? A. That is why I am thinking it was carefully 
calculated, otherwise we would have had a round sum. Q. What I want to 
know is what was the basis of the calculation? A. I cannot imagine. I just 
cannot remember ”. 

40. That, then, is the second account; purchase of the shares and debentures 
in 1948 for £47,000 and re-sale in 1950 of all the shares and part of the 
debentures to General London. Having regard to the unsatisfactory nature 
of some of the answers quoted above, and to hesitations and evasions in others, 
I thought it necessary to obtain confirmation from sources other than Mr. 
Livingston’s evidence. First, I asked Messrs. Richard Coates and Company 
for the sources of the information contained in their letter of 22nd July 1959 
to Mr. Livingston. 

41. They stated: (1) that the Receiver’s Abstract of Receipts and Payments 
showed the receipt of sums of £25,000 and £22,000 from Mr. Livingston under 
the heading “ Receipts from the Sale of Investments ” ; (2) that their audit 
clerk’s notes recorded a transfer of £42,710 Du Cane debentures made on 
22nd December 1948 from Central London to National Bank (Branch Office 
Nominees) Limited, setting out consideration in the sum of £36,000; (3) that 
they were informed by Mr. Livingston that the transfer was completed in the 
sum of £36,000 because this was the amount owing to the National Bank Ltd. 
at the time; (4) that on 17th February 1950 a sum of £6,000 was received by 
Central London from General London in respect of the Du Cane shares. 

9 



Printed image digitised by the University of Southampton Library Digitisation Unit 



42. Messrs. Richard Coates and Company have been the auditors of Central 
London from before 1948 to the present time and at a subsequent interview 
Mr. Coates informed me that at the time of his letter of 22nd July 1959 to 
Mr. Livingston the books of Central London were in his possession for audit. 
Since the key to the matter appeared to lie in the books of Central London 
I asked Mr. Livingston whether I might have them inspected by Mr. Deacon 
in order to check the information given at his instance ,by Richard Coates & Co. 
I had of course no right to demand production of these books since I am not 
investigating the affairs of Central London, but it seemed to me proper to 
invite Mr. Livingston to produce these as contemporary documents relating 
to his account of the matter. He made no objection to this course, but when 
Mr. Deacon attended at 1 Manchester Square, W.l (the office of Central 
London as well as of all the other companies with which I am concerned) 
the books could not be found. After a search, he was told that they had 
been mislaid. 

43. Recourse was then had to the public file of Central London at the 
Companies Registry. This yielded a Directors’ Report dated 1st November 
1950, appended to the accounts for the period ending 28th February 1949, 
in which mention was made of all assets having been under the control of the 
Receiver, with certain exceptions dealt with in the Report as follows: “The 
exceptions were the cash at Bank and certain shares and debentures in sub- 
sidiary companies which were released to the Company by the Receiver for 
the debenture holders during the year ended 28th February 1949. One such 
holding of debentures was sold at a loss of £6,710, as shown in the Profit and 
Loss Account for the year ending 28th February 1949 The difference 
between the par value of the Du Cane debentures held by Central London, 
and the consideration of £36,000 said to be shown in the transfer to the National' 
Bank, is £6,710. Examination of the filed Balance Sheets also disclosed that 
“ Interest in subsidiary companies ’’ diminished by £6,000 in the year ending 
28th February 1951. It began to be clear that Central London had parted 
with the debentures to the National Bank for £36,000 and the shares to General 
London for £6,000. 

44. Meanwhile a number of other lines of inquiry had been explored, some 
of them without result. But a search in the records of the Companies Court 
disclosed two affidavits, one by the Receiver of Central London and the other 
m reply thereto by Mr. Livingston as Secretary of Central London, in pro- 
ceedmgs as to the amount of the Receiver’s remuneration. A statement 
exhibited to the Receiver’s affidavit refers to a sum of £22,000 as “ Payment 
by company for release of charge on Du Cane Court Debentures ’’. It also, 
m a list of property recovered, includes “ Sale of Investments, £26,012 18. 0”. 
Mr. Livingston’s affidavit, dated 30th Match 1949, contains the following 
paragraphs : 

2. I say and verily believe that the amount charged by the Receiver 
as his remuneration is excessive inasmuch as a sum of no less than £47,000 
was P^nl to the Receiver by the Company and does not represent receipts 
frorn the Company’s properties or other assets nor as (sic) the proceeds 
of the realisation of the Company’s assets. 

“ 3. The Company raised by way of loan a sum of £25,000 which it 
j Receiver and in consideration thereof he released certain shares 
V ■ 1 ^ tijm. A further sum^ of £22,000 was obtained by the Company 
which It also paid to the Receiver and in consideration thereof he released 
certain Debentures which he held and which belonged to the Company’’. 

45. It thus emerged that Mr. Livingston’s £47,000 was not paid as the 
price of either shares or debentures, but was a loan to Central London, made 
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to provide it with sufficient funds to terminate the receivership. Some con- 
fusion has been introduced by the inclusion of one or both of the payments 
in the Receiver’s accounts as “ Sale of Investments I have been in touch 
with Mr. G. S. Clarke, F.C.A., the former Receiver; he is now in retirement 
and his firm has not kept the relevant papers, but, drawing upon his memory, 
he has informed me that Mr. Livingston paid him the £25,000 and requested 
him to terminate the receivership: this was sufficient to pay out his debenture 
holders their principal and net interest, but not sufficient to cover liability to 
the Inland Revenue for tax deducted from interest; he would not therefore 
terminate the receivership, and “ finally it was arranged that the £25,000 should 
be treated as the consideration for the sale of the Company’s holding of Du 
Cane Court Ltd.’s shares. Mr. Boustred (the Receiver’s solicitor) drew up 
a form of receipt which I signed, and Mr. Livingston should be able to produce 
this receipt to you which should explain the transaction ”. It was subsequent 
to this that proceedings were started for leave to sell the debentures, settled 
by the payment of the £22,000, after which Mr. Clarke’s receivership came to 
an end. (Mr. Livingston has not been able to produce the receipt mentioned 
by Mr. Clarke.) 

46. After these facts had been ascertained, Mr. Livingston informed Mr. 
Deacon, when the latter called on my behalf to verify certain entries in General 
London’s books, that the missing books of Central London had been found 
and could be seen. These make the position perfectly clear, and afford the 
following information. The two sums of £25,000 and £22,000 were credited 
in Central London’s books to Mr. Livingston’s loan account. This account 
was debited with £36,000 on December 6th 1948, being the price of the 
debentures. The credit balance remaining, namely £11,000, was gradually 
reduced by various payments until at 28th February 1950 it stood at £7,995 
and after June 1st 1950 it stood at £135. Further drawings created a debit 
balance. Some of the debits are described as cash, and there is a debit of 
£6,000 on June 1st 1950. It is quite clear therefore that Mr. Livingston lent 
Central London £47,000 and that the Company has satisfied the loan, as to 
£36,000 by the sale of the debentures and as to the rest by repayments, utilising 
for this purpose among other funds the price received from General London 
for the Du Cane shares. 

47. This is not quite all the story, however. The National Bank (Branch 
office Nominees) Ltd. informed me that the debentures, when transferred to 
them, were held as security for a loan of £36,000 advanced not to Mr. Livingston 
alone but to seven persons, of whom he was one. The others were Messrs. 
David Bertram Levinson, Benjamin Levinson, Burman Levinson, Leslie Levin- 
son, Robert Levinson, and Graham Levinson. The loan was repaid on 1st June 
1950, and the Bank transferred the debentures to the seven gentlemen who 
were, they understood, the beneficial owners. I defer until later the considera- 
tion of how these facts affect General London’s title to the Du Cane debentures 
which they hold, pausing only to observe that the existence of six other persons 
with an interest in the debentures explains the reference in the Du Cane minute 
No. 6 of 1st June 1950 to “ Mr. Livingston and his associates ” and also perhaps 
affords an alternative explanation of who are the “ we ” who needed £3S,000 
(paragraph 39 above). 

48. The final set of facts needed to explain the inception of General London’s 
association with Du Cane is derived from General Londori’s books and from 
information supplied by the Beacon Insurance Company Limited. As at 31st 
March 1949 General London was short of liquid resources. It had current 
liabilities of £21,565 and current assets of £9,683, of which £6,000 was deferred 
repairs and redecorations. Its fixed assets, however, were only partially mort- 
gaged: at that date it had mortgages amounting to £165,904 on its properties 
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of book value £507,271. In the following December it raised a further £43,000 
from the Beacon Company on mortgage, completion date being 1st January 
1950. The Company was thus able not only to reduce its current liabilities 
but also to find the ready money for investment in Du Cane shares and 
debentures. Among its current liabilities shown in the March 1949 Balance 
Sheet was “ Temporary Advance, £4,299 this was in fact the credit balance 
on Mr. Livingston’s loan account and after the mortgage loan had been received 
this was extinguished and by 31st March 1950 there was a debit balance on 
this account of £942. 

49. Having ascertained these facts, I summoned Mr. Livingston for a further 
examination on 3rd February 1960 and put to him what I had found. He 
at once accepted that the £47,000 was a loan to Central London and said 
“ It was a loan which was satisfied by Mr. Clarke, the Receiver, handing me 
the debentnres and shares. There was nothing else ”. I pointed out that the 
debentures satisfied it as to £36,000 and that Central London repaid him the 
balance of £1 1,000, apparently in cash. He said “ Had they so much money 
in cash? Central London did not pay me any cash ”. I then took him 
through the transaction in detail and went on: “ Q. And the Company debited 
your loan account with sums in cash, little by little, until that £11,000 was 
paid off? A. Quite so. Q. Is that not what happened? A. It sounds logical. 
Looking back on it, it sounds as if it might easily have happened. Yes, I should 
think probably it did”. 

50. Mr. Livingston agreed that he and the six other gentlemen named above 
were the borrowers from the National Bank and that the debentures were 
transferred in June 1950 into the seven names. He said he “ acted as the 
forefront ” and that he bought out the other six. He said they had paid 
“ about £1 1,000 or something, it must have been ”. His answer when I pointed 
out that his version was different from the, previous one is worth recording : 
“ We change, you know, at different times. I told you, I think, I cannot 
remember these complicated matters — and after all they are complicated and 
they are ten years ago. I cannot remember exactly every iota, every detail. 
My recollection of a tiring may be different when it is put to me in different 
ways”. 

51. He agreed that General London borrowed £43,000 from the Beacon 
Company. He agreed that General London provided the £6,000 which bought 
the shares and enabled Central London to repay £6,000 of the £11,000. He 
agreed that General London paid him £28,995 for their debentures. I said: 
“ What I am suggesting is that of the £36,000 which was paid to the National 
Bank to release the debentures, in fact £35,000 less £5, came from General 
London”. He answered: “It might be so. That was the object of the 
exercise ”. This clearly links up with his previous answer (paragraph 39 above) 
that “ we reckoned we needed £35,000 ”. 

52. I have set out the course of the inquiries on this part of the case in 
sorne detail both because it explains part of the considerable amount of time 
which has been consumed in the investigation and also in order to give some 
of the material upon which I have formed a view as to Mr. Livingston’s 
credibility as a witness and his attitude to the investigation. The upshot is 
that I can now give the third and, as I find it, the correct version of the trans- 
action. Mr. Livingston advanced £47,000 to Central London in the circum- 
stances set out in liis affidavit, cited above. Of this, £36,000 was borrowed 
from the National Bank and the balance of £1 1,000 obtained elsewhere. I am 
not at this stage concerned with whether the six associates subscribed ; Mr. 
Livingston was “ in the forefront ” and I deal with it, as he did, as his trans- 
action with the three companies concerned. The £1 1,000 was repaid by Central 
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London out of its own funds, including the £6,000 obtained by selling the shares 
to General London. It became desirable to repay the bank loan and this was 
done with the assistance of £28,995 of General London’s money. General 
London had been put in funds for these transactions by mortgaging its property. 

53. After the transaction of 1st June 1950 the position is that General 
London has paid £34,995 and has got £22,500 debentures and a controlling 
shareholding in Du Cane; Mr. Livingston and his associates have obtained 
control of Central London and retain a large block of Du Cane debentures 
by risking £47,000, the greater part of which they have been repaid: after 1st 
June Central London owed them only £135 and they retain £14,960 debentures 
at a net cost of £280, see the following table: 



6% Du Cane Dedentures 





Nominal 


Price 


Bought from Central London 


£42,710 


£36,000 


Sold to General London 


£22,500 


£28,995 


Redeemed by Du Cane 


5,250 27,750 


6,725* 35,720 


Retained after June 1950 . . 


£14,960 


£280 



54. The real reward of Mr. Livingston and his associates lies in the £14,960 
debentures retained coupled with the promise of redemption in Du Cane minute 
No. 6 of 1st June 1950, Debenture transactions will be examined in detail 
in Section XIII below and the redemptions of this block of debentures are 
dealt with in paragraph 239 therein; it is convenient here to anticipate by saying 
that by 17th September 1958 Du Cane had redeemed more than the £14,960 
of its 6% debentures held by Mr. Livingston or the nominee to whom he had 
transferred a part. Some of the redemptions were at par, some at 105% and 
some were with and some without payment of accumulated arrears of interest. 
Mr. Livingston and liis associates had of course some expenditure in connection 
with the transactions including bank loan interest and ad valorem duty on 
the transfer at £36,000 to the bank. 

If only the above facts fell to be considered it might be possible to claim 
that, however unwise Mr. Livingston was to engage in transactions whereby 
his duty as manager of General London came into conflict or competition 
with his private interests, it was not an unfair division of the spoils to assign 
the potentially profitable ownership of Du Cane to General London, the private 
interests ultimately reaping a capital gain of some £15,000 as the reward of the 
very considerable labour expended on negotiation. But the option on the 
unissued shares (minute No. 7 of 1st June 1950, paragraph 27 above) has to 
be remembered, a topic which will be dealt with in Section XII when I come 
in chronological order to the issue of those shares. 

55. Meanwhile I must record here that General London has only an 
equitable title to the parcel of £22,500 Du Cane debentures bought from 
Mr. Livingston. Each of these debentures bears an indorsement (para. 34 
above) recording transfer to Mr. Livingston. On debentures totalling £17,500 
nominal this indorsement is dated 1st June 1950 and they bear a further in- 
dorsement in these terms: “I declare that I, William Livingston, hold this 
debenture in trust and as nominee for General London & Urban Properties 
Ltd. of 1 Manchester Square, London, W.l ”. This is signed but undated, 
although from the nature of the typewriting it appears not unlikely that it 

♦Including net arrears of interest. 
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was entered on the same occasion as the indorsement of 1st June, 1950. The 
other £5,000 bear the indorsement recording the transfer dated 1st June 1950 
to Mr. Livingston, the indorsement itself being dated 15th June 1950; they 
bear no indorsement of trust. The whole parcel was obtained by me from 
the Clydesdale & North of Scotland Bank, which held it in safe custody on 
behalf of General London, and accompanying the parcel are (a) letter of 
13th April 1953 from Mr. Livingston to Messrs. Napier Henderson Brace & Co., 
the then auditors of General London, confirming that the £5,000 debentures 
(identified by number) are held by him in trust for General London, and (b) a 
blank transfer signed by Mr. Livingston as transferor, and witnessed by the 
late Mr. Griffin, in respect of the transfer to General London for a consideration 
of £28,955 of what was apparently originally inserted as “ Seventeen Thousand 
Pounds ”, and underneath “ Five Hundred ”. The words “ Seventeen Thous- 
and ” have been crossed out and “ Twenty Two Thousand ” written in above. 
These entries are in Mr. Livingston’s handwriting. When I asked Mr. Living- 
ston why the transfer had not been executed his answer was : “ I do not like 
blaming Mr. Griffin but it meant about £120 or £240 in stamp duty, and at 
that time anyway General London did not have so much in the way of funds 
and we left it over until an appropriate moment ”. 

56. Whether or not that explanation can be accepted, the effect of the 
declaration of trust might have been that General London’s right to the 
debentures was postponed to prior rights in Mr. Livingston’s associates. 
However I have evidence that those associates duly transferred their interests 
to Mr. Livingston. I have been in correspondence with two of these gentle- 
men, namely Mr. Benjamin Levinson and Mr. David Bertram Levinson. Both 
state that they transferred their interests to Mr. Livingston in 1950 and Mr. 
D. B. Levinson (who is the senior partner of Messrs. D. B. Levinson & Co., 
solicitors) states that he acted for all the joint owners in making the transfer 
and that the transaction was effected by the execution of a formal transfer 
to Mr. Livingston. 

57. This transfer should be in the possession of the Company, but I have 
not been able to inspect it. It will be recalled that when asked about his 
acquisition of the debentures, Mr. Livingston first said that there was no 
formal transfer, and that later he said that although there was one, he had 
searched high and low without finding it (para. 34 above). However, after 
the examination of 3rd February 1960 (at which I had disclosed that I was 
aware of the third version of the transactions), Mr. Livingston was able to 
find both the transfer from Central London to National Bank (Branch Office 
Nominees) Limited, and from the latter to himself and the six other persons; 
and I received these from him by post on 15th February 1960. The earlier 
is dated 22nd December 1948 and records the £36,000 consideration; the other 
is dated 1st June 1950 and is for a nominal consideration. After learning 
from Mr. D. B. Levinson of the existence of a third transfer, that of the interests 
of the other six persons to Mr. Livingston, I asked that it too be produced, 
but Mr. Livingston states that he is unable to find it. 



Section IV 

DU CANE : HISTORY, RELATIONSHIP WITH 
GENERAL LONDON 

58. The subsidiary thus acquired by General London had been incorporated 
on 8th February 1935. Its share and loan capital as they stood in 1950 have 
been mentioned in para. 22 above. By regulation 5 of the Company’s Articles 
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of Association, “ the shares shall be at the disposal of the Directors and they 
may allot, grant options over, or otherwise deal with or dispose of them to 
such persons at such times and generally on such terms and conditions as they 
think proper. ...” Since the purchase by General London of a majority 
shareholding in that year, Du Cane’s Board of Directors has consisted of the 
same persons as the Board of General London, save that Mr. Cole did not 
become a director until 1959. The Secretary has at all- material times been 
Mr. Livingston. The auditors have throughout the same period been Messrs. 
Richard Coates & Co., save that in circumstances to be mentioned later Messrs. 
Goodman Jones & Co., audited the accounts for the twelve months ending 
31st March 1955. 

59. The Company has kept proper books of account, except as regards 
the 6% debentures, about which I shall have something to say in later Sections 
of this Report. It produced to me a Minute Book of Directors’ Meetings, 
commencing on 9th February 1950 and ending on 12th May 1959 (a date 
shortly before it was handed to Mr. Deacon on my behalf). In the back of 
this book, commencing at the end and working backwards, appeared minutes 
of some of the Company’s General Meetings, The first, which is handwritten, 
was of a meeting of 8th May 1950. On the next page was pasted a typed 
sheet of minutes of the meeting of 27th June 1952. There followed three 
blank pages, two of which (pp. 187 and 188) bore signs of paper having been 
pasted in and removed; p. 187 bore evidence of typewriting. There followed 
pasted-in typed minutes of General Meetings of 17th May, 1956 (p. 185), 
25th July 1957 (p. 183) and 6th January 1959 (p. 181). Since there were 
Ordinary General Meetings on 25th September 1953 and 23rd December 1954 
it seemed a fair deduction that typed minutes thereof were inserted in the 
book and subsequently removed. Mr. Coates, the auditor, stated that he saw 
minutes of general meetings and thought he had copies of them in his office; 
he was however unable to find them. I have been given no explanation of the 
removal of these minutes from the Minute Book. 

60. This Minute Book is not now in the state described above. On 29th 
January 1960 Mr. Livingston asked for its return for use in connexion with 
an action which I was aware had been started against the Company. This 
seemed a reasonable request in the circumstances, and I returned the book. 
1 subsequently asked for it back, and received it on 1st April 1960. I then 
found that substantial alterations had been made since I parted with it. Firstly, 
minutes of Directors’ meetings after 12th May 1959, down to 23rd February 
1960, had been added. Secondly on pp. 187 and 188 there had been pasted 
in what purport to be typed minutes of the Annual General Meetings of 23rd 
December 1954 and 25th September 1953 respectively. On p. 186, which 
previously had been blank, there had been pasted in what purport to be minutes 
of an Extraordinary General Meeting held on 17th May 1956, following the 
Annual General Meeting of that date. (This was the first I had heard of any 
Extraordinary Meeting of that date.) Thirdly, there had been certain altera- 
tions in minutes of Directors’ Meetings, which will be mentioned at paras. 95 
and 96 below. 

61. The Company has not been able to produce Board meeting minutes 
prior to 1st February 1950. Messrs. Henley, Colville-Wallis and Griffin were 
then already in office, and the first minute in the existing book, signed by 
Mr. Henley, records the signature of the minutes of the previous meeting, 
on 12th January 1950. When I asked Mr. Livingston in correspondence for 
the prior book, he stated that it had been last seen in the possession of counsel 
in the protracted litigation brought by the Royal Mutual Benefit Building 
Society against Du Cane and other companies. At his subsequent examination 
it appeared that this lawsuit took place some years before 1950, and I said: 
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“ What I want are the minutes of the last few meetings prior to page 1 in 
the existing book. Where are they?” The examination proceeded: “A. I do 
not know. This was going on since 1950. I do not tlrink there was a book 
before that. Q. You know you are under a statutory duty to keep minutes, 
do you not? A. Oh, yes. Q. It is not much use keeping them if they cannot 
be produced, Mr. Livingston. A. No, I quite agree. May I have a look, 
and search my office? It may be in the safe, but I do not think so ”. The 
minutes have not been produced. 

62. In 1950 the Company’s fixed assets were Du Cane Court, carried in 
the Balance Sheet of 31st March 1950 “ at cost and expenses of erection, 
£381,650”, and furniture, fixtures and equipment, less depreciation, £3,397. 
In the next Balance Sheet, of 30th September 1951, Du Cane Court was written 
up to £500,000 “ at directors’ valuation”, and the difference taken to capital 
reserve. This Balance Sheet was certified on 25th March 1952, and the in- 
creased valuation was adopted by the directors on 7th February 1952 and 
recorded as follows in a minute of that date : “ The Board agreed to the 
valuation of the property at £500,000-0-0, and approved that the same should 
be inserted as the value, as the Directors’ valuation in the Balance Sheet ”. 
In the eighteen months to 31st March 1954 the property was written up by 
£12,750 “additions to existing buildings at cost”, of which £10,000 was in 
respect of new boilers and the balance in respect of new garages. The additions 
had increased to £13,700 by 31st March 1956. The new boilers proved faulty 
and were replaced in the succeeding twelve months at a cost of £14,659; £9,000 
was recovered in a claim for damages in respect of the faulty boilers, and the 
difference between these two figures, £5,659, was added to the item “ additions 
to existing buildings at cost ”, bringing this figure to £19,359 in the Balance 
Sheet for September 30th 1957. 

63. The Company acquired further fixed assets in 1952, when it purchased 
a number of mortgages from the Westminster Permanent Building Society, in 
dissolution, and in 1953, when it bought a block of flats, Eton Court, from 
General London. These two transactions are examined in detail in Sections VI 
and VII below. 

64. Among the mortgages acquired from the Westminster Permanent Build- 
ing Society were three on properties owned by General London, viz., (i) £2,700 
on 4/5 Empire Way, Wembley, (ii) £5,000 on Chyngton Court, Harrow, and 
(iii) £6,962 on Briardale, Edgware. On the second. General London repaid 
£1,000 in October 1953 and another £1,000 in January 1954. All the mortgages 
were bought by Mr. Livingston from Du Cane in July 1957. The first property 
was subsequently sold and the mortgage repaid but on the other two General 
London owes Mr. Livingston £9,962 secured on the properties. I wished to 
inspect the two mortgage deeds creating the security, and when at his examina- 
tion I asked Mr. Livingston for them he replied “ Those I can give you quite 
simply; I have got those in the country, in my safe down there. As they are 
comparatively recent they will probably be on the top of the pile ”. They were 
not however forthcoming, and the last I have heard about them is a letter of 
23rd March 1960 from Mr. Livingston stating “ I confirm my telephone con- 
versation . . . when I informed you that my own search for these two mortgages 
on Chyngton Court and Briardale had not been successful and that I had 
instructed my solicitors to get in touch with the Land Registry to obtain copies. 
As soon as they are available, I will send them to you ”. 

65. After earning a small profit during the period from incorporation to 
31st March 1937, the Company incurred losses in every year until March 1944. 
From then until 31st March 1949, small profits, not exceeding £4,000 in any 
one year were earned. Thenceforward its profits or losses have been: 
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Loss Profit 

£ £ 

Twelve months to 31 /3/50 .. 3,970 

Eighteen months to 30/9/51 .. 6,140 

Twelve months to 30/9/52 . . 2,992 

Eighteen months to 31 /3/54 , . 290 

Twelve months to 31 /3/55 1,425 or 3,042* 

Twelve months to 31 /3/56 . . 1,216 

Eighteen months to 30/9/57 . . 10,158 



The accounts for the twelve months to 30th September 1958 have been in 
preparation for some time, but 1 am informed by the auditors that they are 
not yet able to certify them. The Balance Sheets, Profit and Loss Accounts 
and Appropriation Accounts for the last four accounting periods are summar- 
ised in Appendices 5, 6 and 7. 

66. The Company’s profits have not, until the last period shown in the 
table at para. 65 above, been sufficient to cover the annual capital expenditure 
of £5,000 mortgage repayment, let alone repaying debenture interest arrears. 
This affected the cash position: cash at bank and in hand was £9,518 at 31st 
March 1954 but two years later this had declined to £1,612 and a bank overdraft 
of £12,456 had been incurred: apparently the overdraft was guaranteed by 
Mr. Livingston. In the same period arrears of debenture interest increased 
from £10,000 to £14,400. When in the eighteen months ended 30th September 
1957 new boilers were installed at Du Cane Court at a cost of £14,659, the 
money was found by selling to Mr. Livingston mortgages to the value of 
£13,487, including those on General London properties referred to in para. 64 
above. 

67. The Company’s revenue expenditure, with one exception, calls for little 
comment. Until the last accounting period (to 30th September 1957) directors’ 
remuneration was low and no salary was paid to the Secretary; in the last 
eighteen months the Secretary drew £3,000 salary and the directors £750 in 
fees and £1,950 as managerial remuneration. (The Secretary’s service agree- 
ment is mentioned in the next Section.) The exception is that the Company 
from time to time appears to have paid sums described as “ Management 
Fees” to other companies. See minute 8 of 1st June 1950 (Appendix 4); 
further a minute of 14th December 1950 records that “ A letter having been 
read from the Central London Property Trust Ltd. resigning as managers, the 
Board appointed the Crettingham Investment Trust Co. of 1 Manchester 
Square as Managers at a fee of £1,500 per annum”. Subsequently this 
management fee was credited to General London, in the amounts of £3,000 
during the eighteen months to 31st March 1954 and £3,106 in the ensuing 
12 months. There seems to have been little or no consideration for these fees. 

68. Du Cane has made irregular payments to General London of interest 
on the parent company’s holding of debentures. It also paid arrears of 
interest to General London during the periods ending September 30tli 1951 
and September 30th 1952. It may be noticed here that these arrears, amount- 
ing to £4,678 net, were in General London’s accounts for 31st March 1954 
taken into the Profit and Loss Appropriation Account, and used to help pay 
the preference dividend, while at the same time the investment in the debentures 
was written down in the Balance Sheet from cost, £28,995, to redemption value 
at 105%, £23,625. The difference of £5,370 was charged to capital^ reserve. 
While it may be possible to justify using these arrears payments to pay dividends, 
the transaction, when looked at as a whole, was a plain using of capital as 

(•See para. 70 below on the disagreement between two auditors.) 
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income. The arrears payment of £4,678 appears to represent 6 years 8 months 
interest less tax at 9s. 6d. in the £. 

69. Du Cane has also contributed to the income of its parent company by 
the payment of dividends. The first year in which dividends were declared 
was that ending 3 1st March 1955. This was also the year in which the accounts 
showed a profit of £3,042 and was also the year in which General London’s 
auditors prepared and certified Du Cane’s accounts. The reason for this 
change of auditors is obscure. Mr. Coates states : “ Up until the retirement 
of Napier Henderson and Co. as auditors of General London & Urban 
Properties Ltd. through the ill-health of Mr. Napier, with whom we had had 
previous associations, we were satisfied with the position. With the change 
of auditors to that company however we were concerned about procedural 
matters and could not reconcile ourselves to the new position. The new 
auditor proposed had made certain recommendations to which we could not 
agree. In the end, although we did not resign formally, we did not raise 
objection to the change when we were notified of it ”. 

70. At the end of the year to 31st March 1955, the Appropriation Account 
included a charge of £5,371 in respect of dividends paid and proposed. The 
Company’s private ledger shows that a dividend of 30% of the Company’s 
share capital at 6th November 1954 was declared, although some dividends, 
including those declared on shares then held by Mr. Livingston and Mrs. 
Hamilton, were not paid. In addition a proposed dividend of £3,162 10s. Od. 
was brought into account at 31st March 1955: this appears to represent a 
dividend of 22% on the then total issued share capital of £25,000, less tax. 
The appropriate net dividends were duly credited on General London’s share- 
holding. In the next year, however, Richard Coates and Co. returned as 
the Company’s auditors. They took the view that the previous year’s accounts 
had not been properly dealt with; they wrote back to the Appropriation 
Account four debit items totalling £4,467 which they considered had been 
omitted from the previous year’s Profit and Loss Account, and which would 
have converted the profit of £3,042 into a loss of £1,425; they accordingly 
found that there had been no profits out of which to pay dividends, which 
were therefore ultra vires, and they wrote back the whole of the previous 
year’s dividends. Payments made on account of those dividends, amounting 
to £4,775, were transferred to “ officers of the company ” and ultimately 
discharged by Mr. Livingston. 

71. The “ Directors’ Report ” appended to the published accounts for 
31st March 1956, gave an inaccurate account of the reason for the writing 
back. Referring to the previous year’s dividends, it states “ this dividend was 
not approved by the Company in general meeting, and has therefore been 
brought back to the credit of Appropriation Account ”. That meeting was 
held on 17th May 1956, and according to the copy minutes, the accounts 
were passed. 

71. In fairness to Mr. Hyams, of Goodman Jones & Co., I must record 
that he does not accept that he should have debited the Profit and Loss Account 
with the items subsequently written back by his successor. He regards it as 
a matter of opinion. 

72. In the next accounting period, the eighteen months to 30th September 
1957, a proposed dividend of 30% is provided for in the Appropriation Account. 
For the succeeding year Du Cane’s accounts are not yet certified, but General 
London’s accounts show as receivable another 30% dividend. 

73. I must now turn to the way in which the written-back dividends were 
treated in General London’s accounts. In the first of the relevant periods, 
twelve months ending 31st March 1955, General London’s Profit and Loss 
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Account shows £2,896 as dividends receivable. This is 45% (net) on its 
holding of Du Cane shares, and represents the whole of the interim dividend 
of 30% paid in November 1954, together with a provision for part, taken at 
15%, in respect of future dividends. In the following year £1,988 as dividends 
receivable is credited to the Profit and Loss Account, i.e. 30% net, and Du 
Cane was debited with a 30% dividend in November 1955. No such dividend 
was in fact declared by Du Cane. Taking the two years together, Du Cane 
paid or proposed to pay a total of 52% dividend, all of which was eventually 
written back, and General London either received or debited Du Cane with 
a total of 75%. There was no writing back in General London’s books; the 
whole of the 75% was paid, or debited and eventually satisfied by Du Cane, 
which, as already indicated, recouped itself after the writing back from Mr. 
Livingston. 

74. Bearing in mind Mr. Livingston’s guarantee of an income of £5,000 
per annum (gross) to General London from its investment in Du Cane, it is 
now possible to summarise the actual income received or credited. 



Income of General London from Du Cane 







Gross 


Accounting Period 


Nature of Item 


Amount 

£ 


Eighteen months to 30/9/51 


Debenture Interest . . 


1,665 


ditto, arrears . . 


4,050 


Twelve months to 30/9/52 


Debenture Interest . . 


1,350 


ditto, arrears 


4,860 


Eighteen months to 31/3/54 


Management Fees . . 


3,000 


Debenture Interest . . 


2,025 


Twelve months to 31/3/55 


Management Fees . . 


3,106 




Debenture Interest . . 


1,350 




Dividends 


5,186 


Twelve months to 31/3/56 


Debenture Interest . . 


1,350 


Dividends 


3,457 


Eighteen months to 30/9/57 


Debenture Interest . . 


2,025 


Dividends 


3,457 


Twelve months to 30/9/58 


Debenture Interest . . 


1,350 


Dividends 


3,457 




Total for 8J years . . 


41,688 



75. In addition Du Cane has paid to, or for the account of General London 
certain sums in respect of life insurance premiums. These payments relate to 
the purchase of Eton Court, and will be mentioned in para. 131 below. 



Section V 

SERVICE AGREEMENTS 

76. At no time during the period I have investigated has Mr. Livingston 
been paid a salary as Secretary and Manager of General London. Prior to 
1951 he had a service agreement, which I have not seen, but which is referred 
to in a Note to the 1950 Balance Sheet: “ No charge or reserve has been made 
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in the accounts in respect of a service agreement”. TliLs agreement was 
terminated on 6th December 1951 and it i.s perhaps not a coincidence that 
the Company’s accounts show an unusual payment as at 30tli September of 
that year. This arose out of Mr. Livingston’s loan account with tlie company 
which, as mentioned in para. 48 above, was in debit to the extent of £942 
on 31st March 1950. By the following November Mr. Livingston had dis- 
charged this debt, but thereafter he withdrew substantial sums from the 
Company, and by 30th September 1951 there was a debit balance on this 
account of £3,322 7s. Id. As at that date, the end of an accounting period, 
the Company wrote off this debt by debiting it to capital reserve: in the Balance 
Sheet of that date the item appears as part of a deduction from capital reserve 
described as “ Deferred Expenditure and Capita! Costs, including £3,322 7s. Id. 
payments to management, £10,643 16s. 8d.” 

77. ’When asked at his examination about this item, Mr. Livingston at first 
said he was “absolutely certain” it was not a payment to him; “ It was 
probably a payment to agents and collectors and so on”. 1 showed him the 
item in the Balance Sheet and explained that the books indicated that it was 
a writing off of the debit balance on his loan account, at which he said “ You 
surprise me. 1 am really surprised.” He said he accepted my account of the 
item, and, asked why the sum was written off, said “ Might this be an explana- 
tion, that it was written off on account of my service agreement”? I asked 
him to consider the matter at leisure and send me his explanation ; ho said 
“ I will give you the explanation now. It may be that it was written off on 
account of— Why the devil didn’t I pay ? I cannot imagine. It might have 
been treated as a payment on account of my service agreement — it miglit have 
been, but I have really no recollection of it. This is astounding to me, because 
I have always been under the impression that the Company has always owed 
me thousands of pounds. Q. If it was paid to you, it was presumably paid 
for something? A. For services. It says ‘ for management and so on. 
Q. It says ‘ to management ’, which means, I take it, to tlie Manager. A. 1 was 
the Manager, so it must be that; but I do not think I have been more surprised 
for a very long time. I really have not, you know”. 

78. The service agreement, in respect of which the payment may or may 
not have been made, was terminated by the execution on 6th December 195 1 
of the somewhat unusual agreement, a copy of which is set out in Appendix 8 
to this Report. I have not been able to inspect the resolution of the Board 
of Directors referred to in the recitals to this agreement, since it is in the 
Minute Book which has not been produced. It will be seen that this agree- 
ment provides for Mr. Livingston’s employment as Secretary and Manager 
for five years from 1st November 1951 at a salary as from the 1st September 
1951 of £2,000 a year. No part of the salary is however to be paid unless 
specified steps are taken in connection with the liquidation of the Company, 
or “ if the management of the Company is taken over by anyone other than 
the present Manager and Secretary ”, or if the Directors are replaced by others 
under whom Mr. Livingston is unwilling to serve, or if the agreement expires 
by effluxion of time. If any of those events happen, £28,000 “ shall bo im- 
mediately due and payable as a debt and not a penalty ”. The Company may 
terminate the agreement in the event of insolvency or insanity, but if for any 
other reason the Company purports to determine it, the same sum of £28,000 
becomes payable. 

79. Part of my examination of the Chairman about this agreement is as 
follows: “ Q. Who suggested this agreement being entered into? A. It was 
brought to the directors at their meeting and we all discussed it. Q. Who 
brought it? A. I think Mr. Livingston might have suggested it in the first 
place. Let me see, was it 1950 or 1951? Q. November 1951. ... What I want 
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to ask you about that is this: you recollect the general circumstances ; did you 
realize that it tied you to Mr. Livingston and you could not get rid of him 
unless you paid him £28,000? A. We realized that, yes; but I should like to 
mention before we go any further that Mr. Livingston, to my knowledge, 
has kept the Company going for years. Q. The General London company? 
A. Yes. He has kept the Company going by loaning money to the Company, 
and he has kept that Company absolutely on its feet. Had it not been for 
him the Company would have gone into liquidation some years ago. Q. Before 
1950? A. Yes. I am only mentioning this by the way. ... We took all that 
into account, and he has never drawn any money for his services from the 
Company and we took that into consideration at the time, and we thought 
that it would be fair to him. Q. I see. A. We had no intention of sacking 
him or getting rid of him at all, because we were rather inclined to be more 
or less under an obligation to him for his assistance . 

80. Mr. Livingston, at his examination, answered my question whether the 
effect of the agreement was that the Company could not get rid of him without 
paying £28,000 by saying “ Yes, that is the idea ”. The exaniination continued ; 
“ Q. Why was that the idea ? A. Why shouldn’t it be the idea? Is not every- 
body under a service agreement like that? Suppose somebody had gone and 
taken over the Company, 1 should have had compensation for loss of office. . . . 
Q. You were trying to make it difficult for the Company to dispense with your 
services? A. Yes, I am quite determined to. I brought this business from 
nothing since 1936 and it is in a comparatively prosperous condition today. 

I was not going to let anybody, with the holding I have got, take over a company 
by just offering 5s. for the ordinary shares when the market is 4s.” 

81. Service agreements are determined by death, and I interpret the clause 
referring to the determination of the agreement by effluxion of time as meaning 
that the whole fourteen years’ salary became payable at the end of the service 
period if Mr. Livingston should live so long and if it had not been otherwise 
determined. The agreement, if it is valid (and the Company and the Secretary 
put it forward as valid) creates a liability of £28,000 contingent upon tlus and 
other events. If this is so, it is clearly caught by the provision of para. 1 1 (5) 
of the Eighth Schedule to the Act, requiring the general nature of contingent 
liabilities not provided for to be stated in a note to the Company’s Balance 
Sheet or in a statement or report annexed. This contingent liability was not 
so noted in any accounts until those of 30th September 1937, certified by the 
auditors on 6th November 1958. The Chairman agreed that it should have 
been noted, adding “ the auditors knew about that liability, I am quite sure ”. 
In answer to my question whether he agreed that the auditors should have 
been advised of the agreement, he said “ They should have been advised, and 
I thought they were. I quite understood they knew ”. 

82. The auditor at the time was the late Mr. Napier. T have been assured 
by the present auditor, Mr. Hyams, of Messrs. Goodman Jones & Co., that 
he first learned of the existence of the agreement in 1958 after it had been 
disclosed by Mr. Livingston to Mr. Deacon in the course of this inquiry, and 
that was why it was noted in the accounts which his firm was then preparing. 
I put that statement to Mr. Livingston, who replied “ I think that is what 
the Americans would call passing the buck, that is all. I do not believe there 
is anything wrong if they did not put it in the Balance Sheet. . . . Q. Do you 
know it is the duty of those preparing the accounts to put in a note about 
any contingent liability? A. I did not know. One leaves that to the auditors, 
doesn’t one? You leave that to the auditors, you do not know it yourself”. 

83. The service agreement of December 1951 has been recently replaced 
by another agreement, made on 14th April 1959, and set out in Appendix 9 
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to tltis Report. It will be observed that the third recital to this document 
states “ that there is now owing by the Company to the Secretary and Manager 
under the terms of the former agreement the sum of £14,500 This sum is 
clearly intended to represent salary at £2,000 a year for the seven and a quarter 
years since the making of the previous agreement, and it equally clearly was 
not owing. 

84. Mr. N. S. Cole, the director who was co-opted to the Board in circum- 
stances to be detailed in Section XII below, informs me that the new agreement 
was brought by Mr. Livingston to a Board meeting on 7th April 1959 at which 
Mr. Henley was the only other director present. Mr. Cole objected to the 
execution of a document which he had not seen beforehand and consideration 
was deferred for a week. At the subsequent Board meeting at which again 
Mr. Henley was the only other director present, Mr. Cole opposed the resolution 
to deal the document but Mr. Henley executed it. Mr. Livingston was present 
at both meetings. 

85. I first learned of the existence of this new agreement when examining 
Mr. Livingston on October 14th 1959. Referring to the earlier agreement, he 
said “ That has been cancelled, and it is in the accounts this time. It has 
been cancelled and I have waived £14,500 due to me on that agreement. Q. But 
no amounts are due under this agreement, are they, save in contingencies which 
have not happened? A. The amount of £2,000 a year, I believe, for years, 
which I have not drawn. Q. I thought you undertook not to draw that? 
A. I did undertake not to draw it in certain circumstances or something. 
Whether it is undertaken or not, in order to make it quite clear, we have got 
in the accounts which are now in the printers’ hands and will be sent out, 
the waiver of the whole lot ”. 

86. In due course the accounts to 30th September 1958 appeared, bearing 
this Note to the Balance Sheet: 

“ The Service Agreement with the Secretary and Manager referred to 
in the Balance Sheet dated 20th September, 1957, has been superseded 
by a new Agreement dated April, 1959, whereby the Secretary and Manager 
has waived all his rights in the original agreement and especially a sum 
of £14,500”. 

I then asked the auditor for an explanation of the right to £14,500 stated to 
have been waived. His reply (by letter) was; “When counsel drafted the 
agreement dated 14th April 1959 apparently he was of opinion that £14,500 
was owing to Mr. Livingston under the former agreement. The second agree- 
ment states that the parties thereto also agreed to this and that it was further 
recorded in a resolution of the Board of Directors passed 14th April, 1959”. 

87. The auditors have also produced to me a copy of the waiver. This 
is in the form of a letter dated 17th August 1959 and addressed to the Directors 
of General London, as follows: 

“ Dear Sirs, 

Would you please accept this letter as my formal and irrevocable 
renunciation of the right of myself or personal representative to receive 
the sum of £14,500 owing to me under the agreements between myself 
and the Company dated 6th December 1951, and the 14th April 1959, 
referred to in the latter agreement, under the following paragraphs: 1 (o), 
8 (a), 9 (a), 10 (a), 11, and 12 (b). This renunciation should not be taken 
to affect any other rights conferred on me by the agreement dated 14th 
April 1959. 

Yours faithfully, 

W. Livingston”. 
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88. When I examined Mr. Livingston on 3rd February 1960, having by 
then seen the new agreement, I asked him why it was made. He answered 
“ Oh, by that time the bandits were getting around, and I wanted to secure 
something”. This I took to be a picturesque reference to a take-over bid, 
and on my asking why the coming of the “ bandits ” necessitated a fresh 

agreement, Mr. Livingston replied “ It was not a very well drawn agreement 

1 did not think it a good one, it might have been shot at, so we plugged up 
the hole in the dyke— what I thought was the hole in the dyke”. To the 
question why the recital that £14,500 was due, was inserted, he said that counsel 
put it in. To the question why he had signed the waiver he said “ Mr. Hyams, 
or the auditors required it. They drew it up Mr. Hyams has subsequently 
informed me that neither he nor his firm required the waiver to be made, and 
Mr. Livingston has informed Mr. Hyams that his statement to me to that effect 
was wrong. 

89. Having departed from chronological order in dealing with Mr. Living- 
ston’s service agreements with General London, it is convenient to refer here 
to two other examples of service agreements which have come to my notice. 
The first is a series of three agreements dated 8th October 1953 whereby each 
of the then three directors of General London contracted to serve the Company 
as Joint Managing Directors for 20 years from 1st November 1953. These 
are in similar terms to the Secretary’s agreement of November 1951, save that 
clause 2 is omitted and clause 5 (clause 4 in these three documents) reads : 

“4. The Joint Managing Director shall be entitled by way of remunera- 
tion for his services to a salary of £2,000 per annum as from 1st November 
1953 but it is expressly agreed that such salary shall not be paid nor shall 
the Joint Managing Director require it to be paid except in the circumstances 
hereinafter appearing. 

“ (a) If the present Board of Directors of the Company be replaced by 
any other Board of Directors under whom the Joint Managing 
Director shall be unwilling to serve and his statement to this effect 
shall be conclusive. 

“ (b) Until a dividend of at least 10% is declared or paid on the Ordinary 
shares of the Company. 

“ It is expressly agreed that in the event of above (a) occurring the full 
amount of £40,000 shall be immediately due and payable as a debt and 
not as a penalty. 

“ It is further expressly agreed that in the event of the above sub-section (b) 
occurring the salary of the Joint Managing Director shall be paid at the 
rate of £500 per quarter and shall be paid so long as a dividend of at least 
10% is declared or paid on the Ordinary shares of the Company”. 

90. Between them these three documents purport to create a further con- 
tingent liability of £120,000. They have never been noted in any accounts. 
Mr. Napier was still auditor when they were executed, and the present auditors 
state that their attention was first drawn to them at the same time as they 
learned of the Secretary’s agreement. According to the auditors, Mr. Henley 
and Mr. Colville-Wallis waived their rights under these agreements. The third 
of the parties, Mr. Griffin, died in 1958. 

91. When I referred in examining Mr. Henley to the directors making these 
agreements, he said “ I think we did, yes. I forget the date, but we did enter 
into the agreement with him (sic) when there was a question of a take-over 
bid. Q. There was a question of a take-over bid at that time, was there? 
A. There were quite a number. We had given lists of shareholders to one 
or two people, and we heard that there was a possible chance of a take-over, 
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and we thought it was not in the best interests of the shareholders. We had 
formulated a plan of campaign for the Company, and we had started on this 
plan, and we were going ahead with it, and we were hoping it would be very 
succksful. I think the shares at that time stood at about 4s. , the ordinary 
shares, and to give you some idea how our plan has developed since then, 
at the present moment the shares are about 12s. 1 think. That was why we 
wanted to make sure, to try to baulk a take-over bid, if you understand what 
I mean. Q. By making it very expensive to get rid of the existing Directors? 
A. Yes. Q. I am told you have waived your rights under that agreement? 
A. We have now waived our rights yes. Q. Why did you do that? A. We 
thought it was really not necessary”. 

92. The last of this class of agreement to which 1 must refer is one made 
on 25th July 1957 and set out in Appendix 10 to this Report, whereby Du Cane 
undertook to employ Mr. Livingston as Secretary and Manager for twenty 
years from that date. It will be seen that, save for dales and amounts, the 
operative part is identical with the similar agreement made with General 
London, except for the somewhat different wording of clause 5. 

93. The Directors of Du Cane purported to vary this agreement (although 
no alteration was made to the terms of the document itself) when they came 
to excute it. The relevant minute of 25th July 1957 read: 

“ The Board considered the Service Agreement with Mr. W. Livingston, 
and after consideration, it was agreed that the sum of £60,000 should be 
considered to be read as £40,000. The Board signed and sealed the 
Service Agreement”. 

94. When Du Cane’s accounts for the eighteen months ending 30tli Sep- 
tember 1957 were examined it was found that Mr. Livingston had drawn £3,000 
as Secretary’s salary during the period, and that no note of the £40,000 con- 
tingent liability appeared in the Balance Sheet. On my putting these facts to 
the auditors (Messrs. Richard Coates & Co.) they replied (by letter): “ We 
have never seen a duly completed service agreement with the Secretary. With 
regard to the agreement (copy) which we understand from you was dated 
25th July 1957, this was first mentioned to us by Mr. Livingston on the 9th May 
1959 when he was asked to produce the original document. So far he has 
not produced any document for us and now says that the minute was not 
acted upon. At the time of our audit of the 1957 accounts he did say that 
he would require provision for £3,000 in respect of Secretarial Services for the 
period of his Secretaryship up to 30th September 1957, which sum was charged 
in the accounts which received the approval of the Board of Directors”. 

95. When in the circumstances mentioned in para. 60 above the Du Cane 
Minute Book was recently returned, it was observed that the minute of 25th 
July 1953 (reproduced as it originally stood in para. 93 above) had been altered 
by striking through the name “ W. Livingston ” and inserting above it the 
name “ Colville-’Wallis ”. This insertion appears to be in Mr. Livingston’s 
handwriting. The alteration is initialled in the margin by Mr. Henley. Since 
this and the information given by the auditors appears to presage an attempt 
by the Secretary to deny that there was such a service agreement, I must record 
that in the early stages of this Investigation, in answer to an inquiry by Mr. 
Deacon whether he had a service agreement with Du Cane, Mr. Livingston 
said he had and subsequently produced and handed to Mr. Deacon a typed 
copy of the agreement exactly as reproduced in Appendix 10. The document 
is endorsed “ copy ” in Mr. Livingston’s characteristic hand. Mr. Livingston’s 
name, it will be seen is omitted in the description of the parties (on the face 
of it, by an error in copying) but his signature as a party is recorded, as is the 
affixing of the Company’s seal. 

24 



Printed image digitised by the University of Southampton Library Digitisation Unit 



96. Another alteration in the Minute Book appears to be linked with this 
matter There now appear as fifth and last minute of the record of a Directors’ 
Meeting of 10th January 1952 these words: “The Service Agreement with 
Mr Livingston dated 6th December 1951 was sealed and signed”. This minute 
is in a different hand from the rest of those of that date and was not in the 
book when it left my possession on 29th January 1960. 



Section VI 

THE PURCHASE OF THE ASSETS OF THE 
WESTMINSTER PERMANENT BUILDING SOCIETY 

97. This and the following three Sections deal with four individual trans- 
actions which seemed to me to merit investigation. 

98. In December 1952 Du Cane purchased the assets of the Westminster 
Permanent Building Society, then in liquidation, in circumstances which I have 
found it necessary to investigate. The records of this Society should be in 
Du Cane’s possession, but Mr. Livingston states that they were handed to the 
late Mr. Napier, the auditor of General London and one of the liquidators 
of the Society, and are not available. It being necessary to trace what assets 
Du Cane purchased and to learn something of the reasons for this transaction 
1 have consulted the annual returns and the final return made to the Registrar 
of Friendly Societies. 

99. It appears that the Westminster Permanent Building Society was in- 
corporated in 1935 and Mr. Livingston became a Director and Chairman in 

1938. On 30th November 1940 the Registrar of Friendly Societies made a 
Direction under section 11 (1) of the Prevention of Fraud (Investments) Act, 

1939, forbidding the making by the Society of invitations to subscribe or 
deposit. It never had depositors, its members being investing shareholders. 
From before 1945 to its dissolution in December 1952 it had consistently 
reduced the scope of its operations; its total assets (principally of course money 
lent on mortgage) fell from £156,102 at the end of 1945 to £82,112 at the end 
of 1951. At the same time it reduced its share capital by repayments, this 
falling from £126,051 to £69,824 in the same period. In a special report 
attached to the annual return for 1947 the auditors stated: 

“ In accordance with Rule 9 (I)^ of the Society’s Rules ‘Repayment to 
investing members who have given notice of withdrawal will be made in rotation 
according to priority of notice ’. It does not appear from the records kept 
that this Rule has been complied with or that such records are complete ”. 

100. The Society last paid interest to its shareholders in 1946 when, out 
of net profit of £4,223, interest amounting to £2,341 was paid on a share capital 
at the end of the year of £120,244 (less than 2%). In the five calendar years 
1947 to 1951 inclusive, its net profits were returned respectively as £1,410, 
£2,674, £630, £1,105 and £1,185, the ratio of these profits to the shareholding 
at the close of each year being respectively L48%, 3-08%, 0-80%, 1-51% and 
1-70%. 

101. Mr. S. C. S. Henley became a director of the Society during 1946 and 
Mr. Colville-Wallis during 1948 and from 1950 onwards these two gentlemen 
together with Mr. Livingston were the sole directors. By the end of 1951 its 
mortgages had been reduced to 21 in number, of which three were on property 
owned by General London, tlu'ee were in possession and the remainder were 
on properties owned by Mr. and Mrs. Hamilton. The rules of the Society 
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inated on the 22nd December 1952. 

102. At the commencement of dissolution the Society s assets consisted 
of moneys due on mortgage loans, including 3 properties in possession: 
£87 472 4s lid. The final account submitted to the Registrar wrote on the 
interest due on the properties in possession (£5,066 7s. 7d.) thus reducing the 
total moneys due on mortgage to £82,405 17s, 4d., and showed as other assets 
at commencement of dissolution only furniture £31, and sundry debtors £158 10s. 
Against these assets of £82,595 7s. 4d. it showed: 



103. On the 13th November 1952 a contract in writing was made between 
Du Cane and the Trustees (or Liquidators) of the Society, comprising the 
following two clauses; 

“ 1 The Trustees will on or before the 15th December 1952 assign and/or 
transfer to the Company the Mortgages held by the Westminster Permanent 
Building Society amounting in total to £82,996 together with all cash to the 
credit of the Building Society after the payment of debts outgoings and the odd 
amounts exceeding the multiples of even money in pounds due to the Members. 

“ 2. In consideration of this assignment and transfer the Cornpany will 
issue to the Trustees or at their request to the Members of the Building Society 
to a total amount not exceeding £70,000 in such various denominations as may 
be required in respect of each individual member of the Building Society 
41% redeemable Debentures 1985 and ranking after First Mortgages and 
Debentures not exceeding £375,000 and secured upon the property known as 
Du Cane Court and subject to the conditions inscribed on the Debenture Deeds 
to be issued to the Members of the Society 

104. It is to be observed that neither the amount of the debentures to be 
issued in consideration of the purchase nor the manner of calculating that 
amount is stated in the contract, save as regards maximum. The final account 
of the liquidators gives the amount received for assets realized as £69,328 10s. 4d. 
(the same amount as given for liability to shareholders at the commencement 
of the issolution) and the amount of liabilities discharged as “ Payments to 
Shareholders ... by issue of 4^% redeemable debentures 1985 Du Cane 
Court Ltd. not exceeding £70,000 per contract of 13th November 1952: 
£69,328 10s. 4d.” The broken sum cannot be correct as indicating the amount 
of the debenture issue, if for no other reason than that the debentures were 
not issued in denominations of less than £5. The debentures were in 
fact issued to the former shareholders direct, and not to the Trustees, and I am 



£ s. d. 



Paid up shares . . 
Bank overdraft . . 
Management expenses 



69,328 10 4 



Taxation provision 
Balance, surplus . . 



169 1 10 
856 13 7 
1,788 10 3 



10,452 11 4 



82,595 7 4 
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informed that the shareholders got the equivalent of their shareholding in 
debentures to the nearest £5 below the holding and cash to make up the balance. 
The books of Du Cane record the issue of £68,640 in debentures and the pay- 
ment to former shareholders of cash £662 12s. 3d. This does not reconcile with 
the sum stated in the Liquidators’ final account, but I have no authority to 
investigate the affairs of the former Building Society and have not pursued 
this and other differences. I must however draw attention to the fact that 
in the Report of the directors of Du Cane, made in September 1953 and annexed 
to the accounts for 30th September 1952, the purchase of the Society’s assets 
is referred to with the statement that “ for these assets there was issued 
to the Members of the Society ^% second debentures to the nominal value 
of £69,700 ”. I refer in Section XV to transactions in these debentures. 

105. It appears that one of the three properties in possession was sold in 
the liquidation, although Mr. Livingston was unable to give me the price or 
to identify the property. (The auditors, Messrs. Richard Coates & Co. sub- 
sequently informed me that Mr. Livingston had informed them that the 
property was 166 Upper Richmond Road and was “ sold in receivership prior 
to the winding-up ”). With this exception I am satisfied that the mortgages 
owned by the Society were carried into the books of Du Cane, although, as 
I shall indicate later, some of the mortgage deeds are missing. 



106. Comparison of the final account of the liquidators with the books 
of Du Cane show that some of the Society’s liabilities were discharged in the 
course of the liquidation, while others were carried into Du Cane’s books. The 
books show the receipt by Du Cane of net assets of value £77,552, the difference 
between this figure and that of the debenture issue being written into the Balance 
Sheet as Contingencies Reserve and “ Provision for Schedule D Taxation and 
Profits Tax assessable on W.P.B.S. assumed by Du Cane ”. The capital 
position consequent upon the purchase was as follows: 



Fixed Assets 

Mortgages 

Two properties in possession 
Less overdue interest written off . . 



£ £ £ 
60,539 

22,632 

5,782 16,850 



Current Assets 
Cash and Interest Due 
Less Current Liabilities 
Cash balances payable to former 

shareholders 

Taxation due or payable 
Audit, trustees and counsels fees 
Costs of debenture issue 
Sundries 



77,389 

.. 3,621 



662 12 3 
1,786 6 8 
694 2 0 
308 13 8 
5 13 10 



Net Current Assets 



3,457 8 5 3,458 

163 163 



Total Assets 



77,552 



Represented by : 

4J% Debentures 
Contingency Reserve . . 
Taxation Provision . . 
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1 07 The mortgages transferred fall into four categories : (i) three mortgages 
on properties owned by General London, totalling £14,662; (ii) a number of 
mortgages on properties owned by Mr. and Mrs. Hamilton jointly, apparently 
as nominees for Mr. Livingston, totalling £38,227; gi) second mortgages on 
five of the properties in the second category, totalling £7,650; (iv) two mortgages 
on properties in possession. I have inspected the Legal Charge whereby one 
of the second mortgages was created; it was made on 28tli December 1950 
to secure £1 050 at 5%- The second mortgage on the other four properties 
is said to be comprised in one charge, and first appears in the Society’s annual 
return for 1950. Mr. Livingston stated that he has searched for this document 
and cannot find it. All the second mortgages yielded 5%. 



108. I have inspected a number of the instruments evidencing the other 
mortgages. All that I have seen were created in 1939. They provided for 
interest at 5i% and for periodic repayment of capital. On some no capital 
had in fact been repaid, and in a Special Report attached to the 1950 return 
the Society’s auditors state “ the Directors have varied the terms of a number 
of mortgage deeds so that the borrowers concerned are required to pay the 
interest only. These variations have been given retrospective effect”. The 
interest had also been reduced by variation : at the time of transfer and thereafter 
Mr and Mrs. Hamilton paid 4% on all the first mortgages, (with one trivial 
exception-Mi% on £120), and General London paid 3i% on £ll,9ffi and 
4% on £2,700. The gross annual yield by way of mortgage interest was £3,276, 
or slightly less than 4J% on the total loans of £77,389. 

109. At his examination Mr. Livingston stated that the properties owned 
by Mr. and Mrs. Hamilton had been bought with his money. Asked whether 
he was beneficial owner, he said ” What about my Death Duties ? Q. All 
I am concerned about is who, during the time that Du Cane held these mort- 
gages, has been the beneficial owner of the properties? A. I should think 
I have — I should think so, but I have not given the matter any thought”. 



110. The acquisition of these mortgages hardly helped Du Cane’s revenue 
position. It saddled itself with an annual interest charge of £3,089 gross (4^% 
on the £68,640 debenture issue) and direct expenditure averaging about £300 
annually. Thus, if all interest were collected it would be slightly out of pocket, 
but the writing off of £5,782 arrears on properties in possession pointed to 
the revenue therefrom being insufficient to meet the interest due — this proved 
to be the case, and one of the two was sold in 1958 at a price involving a loss 
of £2,412 on capital and £1,244 on accrued interest. In so far as mortgages 
were repaid, Du Cane would be in the position of raising cash at 4|% ; but 
repayments were at a modest rate. Mr. and Mrs. Hamilton repaid £2,120 in 
1953, £1,825 in 1954 and £1,055 in 1955; General London repaid £1,000 in 
1953, and £1,000 in 1954. By 31st March 1956 the total lent on mortgage 
was £71,094. In the following year, as mentioned in para. 66 above, Mr. 
Livingston bought the remaining General London mortgages and some of those 
on Mr. and Mrs. Hamilton’s properties. 

111. But on capital account, Du Cane has made a profit on the transaction. 
Against the Contingencies Reserve of £7,500 (para. 106 above) there have been 
written (i) the capital loss on the sale of the property mentioned above, £2,412, 
(ii) legal charges £10, and (iii) taxation £366, total £2,788, leaving a balance 
as at 30th September 1958 of £4,712. Against the taxation provision of £1,412 
there have been written two payments totalling £1,302, leaving a balance of 
£110. It would be surprising if further liabilities of the defunct Building 
Society accrued after this lapse of time, and if there are none, the transaction 
has yielded a capital profit of £4,822. 
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112. Another advantage in this transaction appears to me to have been 
to the mortgagors, including General London, who were spared the necessity 
of re-financing as they would have had to do if their loans had been called 
in in order to pay cash to the Society’s shareholders, and who enjoyed un- 
altered low interest rates through the period of the “ credit squeeze 

113. Both Mr. Henley and Mr. Livingston, when examined, asserted that 
the primary object of the transaction was to improve the lot of the Society’s 
shareholders. They had had.no dividend for years, and would now receive 
a regular 4|%. I enquired whether they would not have been better off if 
the Society’s assets had been realized and distributed, but Mr. Livingston 
thought the security insulficient for the amount lent upon it. He agreed that 
re-financing would have been highly inconvenient for Mr. and Mrs. Hamilton 
and General London, saying that it was extremely difficult to borrow money 
on first mortgage of first-class property in December 1952: “ That is why the 
rate of interest was 6'Xi ”• 

114. Mr. Livingston also stated that a reason for the transaction was to 
save expense: “We thought that we would cut out a lot of the expense that 
the Westminster was having in the way of an office and correspondence and 
so on and so forth and . . . take over the mortgages that they had and issue 
4|% debentures to all the depositors as payment ’’. It is right to add that the 
Society’s management expenses greatly exceeded the £300 or thereabouts 
attributed to the administration of the transferred assets in Du Cane’s accounts. 

115. Those of the Society’s former .shareholders who wished to sell their 
Du Cane debentures have found them not readily marketable, and the price 
they have received from Mrs. Hamilton, the only purchaser, has been £40% 
or a little less. This is a topic dealt with in Section XV below. 



Section VII 

THE SALE OF ETON COURT 

116. In June 1953 General London sold to Du Cane Court the block of 
flats known as Eton Court, Hampstead. Eton Court is a modern block of 
42 flats and 11 garages; in 1951 25 of the flats were not subject to Rent Act 
control. It was held on lease then 71 years unexpired at £25 p.a. ground 
rent and was the largest single property directly owned by General London, 
yielding over one quarter of the Company’s gross rental income. In 1948 
General London had borrowed £85,000 on mortgage of this property from 
the Beacon Insurance Company Limited at 4‘X„ on terms which did not require 
periodic repayment of capital. The minute recording the decision to sell is 
as follows : 

4th June 1953— “The Board agreed in view of the straightened financial 
position of the Company, and in order that funds may be provided, to sell 
the leasehold interest of Eton Court, Eton Avenue, Hampstead, to Du Cane 
Court Ltd. at the price of £90,000. The mortgage of £85,000 now on the 
property being transferred to Du Cane Court Ltd. and thus relieving this 
Company of that amount of mortgage. The Board agreed to accept from 
Du Cane Court Ltd. as and when required by this Company a sum up to 
£5,000 and agreed to execute the transfer and assignments with the legal 
formalities in this connection when completed and it was agreed that the 
Income and Expenditure of Eton Court should be transferred as and from 
the 24th June 1953 ”. 
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117. The reason for the sale of the reversion in this property for £5,000 
was given to me both by the Chainnan and the Secretary as being the necessity 
to raise money to meet the demands of the Inland R.evenuc, and it is true 
that a minute of 7th May 1953 records that Mr. Livingston raised the matter 
of demands for £10,200 from the Inland Revenue and states that “ it was 
estimated that in any event about £6,000 would be payable: the Board agreed 
that this matter should remain in abeyance until the final sum due had been 
settled”. 

118. The necessity for so extreme a measure as selling this important 
property is not apparent from the Company’s books. They were vigorously 
pursuing their policy of selling individual houses to sitting tenants, the greater 
part but not the whole, of the capital so realized being used to reduce mortgage 
indebtedness. It was in fact in the following October, four months after the 
sale, that General London repaid £1,000 of a mortgage held by Du Cane on 
a General London property. The only payment made to the Revenue in 1953 
after the above minute was £1,500 paid on 9th June for Profits Tax. By 31st 
October 1953 there was £6,438 in the bank account. 

119. If Du Cane had had funds available it would have been proper for 
it to tide its parent company over any difflculty that existed by lending money, 
or even by paying the arrears of debenture interest which it owed to General 
London, then amounting to about 2i years or £3,037 10s. Od. gross. But 
Du Cane had no available funds. The minute of Du Cane recording this 
transaction also dated 4th June 1953, is as follows: 

“ The Company agreed to purchase Eton Court, Eton Avenue, Hamp- 
stead, N.W.3, from the General London and Urban Properties Limited 
at a price of £90,000 and in order to pay G.L.U.P. Limited the sum of 
£5,000 0. 0. for the equity it was agreed to accept a similar sum on loan 
from Mr. W. Livingston, and, for the purpose of paying the Revenue a 
further sum of approximately £2,000 0. 0., Mr. Livingston agreed that 
these sums would be loans without interest and that neither he, nor if 
the event should occur, his heirs, executors, administrators or assigns 
would call for the repayment of these sums nor any part thereof before 
a period of not less than 7 years from this date”. 

120. Asked during his examination about General London then being 
pressed by the Revenue for money, Mr. Livingston said “ Yes, and we could 
not get it. I was the only one who could provide it, and I did provide it, 
but I was not willing to lend any more money to General London. I had 
been doing this since 1936. Q. How much did General London owe you at 
that time? A. I do not know whether they owed me anything, but I was 
unwilling to lend any more, but I was willing to lend Du Cane £5,000, which 
I did, and Du Cane provided General London with £5,000. It went just like 
that”. 

121. It appears that the selling price of £90,000 was fixed by the Directors 
although not unanimously, see para. 131 below. Mr. Henley, when examined, 
thought that inquiries as to its value had been made, but did not know what 
those inquiries were. He said: 

“ I leave all that to Mr. Livingston as Manager. He makes all the inquiries 
and then passes them to the Board. Q. Does that mean you relied upon liis 
advice? A. We relied on him making inquiries and sending them to the 
Board. He does nothing off his own bat, he brings everytlring to the Board 
meetings, and in this case he must have brought these letters and valuations 
to the Board meetings. I am quite sure that the £90,000 was as high as any 
valuation we had”. 
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122. Mr. Livingston was examined after Mr. Henley, and had read the 
transcript of Mr. Henley’s evidence. His examination on this point was as 
follows : 

“Q. Who fixed the price of £90,000? A. The Directors and Messrs. Match, 
the estate agents. Q. I asked Mr. Henley about this, I think, whether there 
was any valuation or document? A. We tried to put it up for auction and we 
were advised by Match and Company that we could put a reserve of £85,000, 
but we could not expect to get more than £90,000. Q. Is there any document 
or letter? A. I have got a letter from Match, I think”. 

123. Subsequently Mr. Livingston produced printed particulars prepared 
by Match & Co. Ltd. of South Hampstead for a proposed sale of Eton Court 
by auction on 21st April 1948, which did not take place. His answers to my 
question about a valuation on the sale to Du Cane thus referred to a proposed 
sale by auction five years earlier. He also produced a letter from the same 
Estate Agents dated 4th June 1958 (after the commencement of this Inquiry) 
stating, inter alia, “ we would confirm that in our opinion the proper reserve 
to have placed on it, had it been offered for sale by auction in April 1948, 
would have been £75,000”. He had previously produced to Mr. Deacon a 
letter from Messrs. Letts Brothers, Estate Agents of East Twickenham, Middle- 
sex, dated 5th June 1958 and reading as follows: 

“ Re Eton Court, Eton Avenue. — ^You have asked us to confirm that the 
late Mr. P. Beard, Chartered Surveyor, who was in our employ from 1947 
until his death in 1951, inspected this block of flats on your instructions in 
March, 1948, and that he then expressed the opinion that the lease of the 
property, which expires in 2027, and having a ground rent of £25 per annum, 
could probably find a purchaser at not more than £90,000. 

“ Although the writer recalls that this figure was mentioned in our com- 
munication of the 1st April 1948, we have so far been unable to trace a copy 
of this letter. Nevertheless, the opinion as given by our late Mr, Beard, is 
one that the writer is willing to corroborate”. 

124. Mr. D. Schonfield, the partner of the firm who wrote the above letter, 
informs me that the inspection of March 1948 was not a survey but was made 
with a view to finding a purchaser. I deal in Section XI below with this firm’s 
valuation of the whole of the Company’s property in 1951 and their unusual 
treatment of Eton Court; and their full explanation of the transaction of 
March 1948 is included in that Section, in para. 175. 

125. Match & Co. Ltd. inform me that their advice as to a reserve price 
was in no way a valuation and would in fact represent the minimum figure 
which they would consider the property might realize to ensure a sale. They 
add; “ It might well be and in fact frequently happens that a reserve price 
is very substantially exceeded and we imagine that this would in all probability 
have occurred in the case of Eton Court had the auction sale actually taken 
place”. They say that there wei-e, so far as they remember (their original file 
having been destroyed when ten years old) a number of factors which would 
have tended to reduce the value of the property at that time, “ probably the 
most material being that a considerable number of flats were let on quite long 
leases at low rents because the owners had been accepting premiums. In 
addition to this, substantial sums would have had to be expended on main- 
tenance, particularly in the case of the central heating system, the passenger 
lifts, the modernization of the kitchens and bathrooms and general repairs 
and decorations. Lastly, the lease was tending to become rather short and 
some investors would not be interested for that reason”. 

126. Against the estimates given by the two firms of estate agents quoted 
by Mr. Livingston, there have to be set two valuations which have been made 
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of ■pton Court The first is the figure given in the “ Napier valuation ” des- 
crited in Section XI below. This is a break-down of a directors valuation 
made in Sentember 1946, and in that section I give my reasons for finding 
that the teak-down, like the total valuation, was made by the directors of 
General London. The value attributed to Eton Court in this document is 
£112,550. 

127 The other was made by the valuer to the Beacon Insurance Company 
I td in' March 1948 when General London was seeking to raise money on 
mortgage of Eton Court. The valuation was £125 009, and in consequence 
the insurance company made the advance, referred to in para. 116 above, of 
£85,000. That company inform me that their valuation was communicated 
orally to General London. 

128. Mr. Livingston, when examined, drought the Beacon yduation 
“ absurd ” and made the point that as all their advances on different General 
London properties were consolidated, no deduction could be drawn from^yhe 

amount adviced on any one property. The examination continued; Q. 

When the valuation of £90,000 was put upon it for the purpose pf the sale, 
was any valuation made? A. No, the Directors took it themselves. Q It was 
The Directors’ idea? A. Yes. Q. Where do Match & Co. come in? A. They 
actually drew up details of the property to sell it. . . . Q. When was that? 
A. I do not remember the year, but not very far away from that . 

129. Mr. Henley’s attitude differed somewhat. He thought both the book 
value of £112 550 and the Beacon valuation of £125,000 were reasonable, but 
that the value had dropped to £90,000 by mid-1953. 

130. From the above facts the question clearly emerges whedier Eton Court 
was soid to Du Cane at an under-value. It is a question which can only be 
satisfactorily answered with the assistance of expert evidence from a surveyor 
and, not having this assistance, I do not attempt to answer it. I would, 
however, add that among the evidence pointing towards sale at an under- 
value I would rank (a) the fact that I do not find any cogent evidence of the 
financial stringency advanced as the reason for the sale, and (b) the curious 
treatment of Eton Court in the information supplied in September 1951 to 
a firm of surveyors for the purposes of a valuation: this topic is explored later, 
at para. 168. 

131. Further evidence is afforded by a consequential transaction between 
the two companies regarding life insurance premiums. As part of the security 
for their advances to General London, the Beacon Insurance Company held 
two life insurance policies, each of £10,000, on the lives of ML Colville- Walhs 
and Mr. Livingston. The combined premiums, payable by General London, 
were £1,044 annually. Eton Court was one of the mortgag^ properties to 
which the policies were collateral security, and after the sale Du Cane agreed 
to reimburse General London one half of the annual premiums. No payment 
was made in respect of the period from the sale on 24th June 1953 to 3 1st March 

1954, but thereafter payments have been made at the rate of £522 per annum. 
No payment was in fact charged in the accounts for the year to 31st March 

1955, but this omission was overtaken in the following year’s account, being 
one of the debit items omitted and written back as described in para. 70 above. 
In General London’s accounts these payments were treated as capital expendi- 
ture, but in Du Cane’s books they were charged to revenue. Moreover on Mr. 
Colville-Wallis’s death, the policy money went to reduce General London s mort- 
gages andnot, as might have been expected, pro rata in reduction of that on Eton 
Court. When I asked Mr. Livingston about these matters, he said Ah! 
Mr. Griffin had it in mind that there should have been another couple ol 
thousand paid for Eton Court. We did not agree with him, so we agreed 

32 



Printed image digitised by the University of Southampton Library Digitisation Unit 



that we would pay £ 1 20 a quarter. The life policy premium was £240 a quarter, 
and Du Cane paid £120. ... Q- It was an additional form of payment? A. It 
was an additional form of payment by Du Cane. ... Q. You say the reason 
why that sharing agreement was made between General London and Du Cane 
was because Mr. Griffin thought Du Cane had not paid enough for Eton 
Court? A. You must not have any arriere pensee about not sufficient being 
paid for Eton Court. Q. I thought that was what you said? A. It was, but 
it was Griffin’s idea ; it was not mine and it was not anybody else’s. ... It was 
Griffin’s idea, and to keep peace in the camp and not to have any dissentients 
on the Board about it we agreed that it was the thing to do”. 

132. Whatever may have been the proper selling price of Eton Court in 
June 1953, 1 think it clear that when Mr. Livingston had an option to subscribe 
for shares giving him control of Du Cane and when he himself was financing 
the transfer of this large asset by his loan to Du Cane, neither he nor the 
Directors (who were Directors of both companies) could attempt to hold the 
scales fairly between him and the shareholders of General London without 
obtaining an independent and contemporary valuation. 

133. In the four and one quarter years between the acquisition on 24th 
June 1953 and the date of the last accounts, 30th September 1957, the books 
of Du Cane show that the revenue from Eton Court was sufficient to pay all 
direct expenditure, including mortgage interest (4% until October 1956, 5J% 
thereafter) and to yield a surplus of £2,503. 



Section VIII 

ACQUISITION OF SHARES OF CENTRAL LONDON 

134. Among the assets of General London are 191,187 one shilling ordinary 
shares of Central London. They are valued at £1 and first appeared in the 
Balance Sheet of 31st March 1955, as part of “Other Investments, £29,626 ”. 
The balance under this heading, £29,625, was the value of the Company’s 
shares and debentures in Du Cane and had appeared in the preceding Balance 
Sheet as “Investment in Subsidiary”. 

135. The acquisition of the Central London shares raises queries to which 
the Company and its Secretary have been unable to give me satisfactory 
answers. The documentary evidence is as follows: 

(1) Share transfer dated 26th October 1950 whereby Mr. Livingston 
sold the 191,187 shares to General London for £10,000. The transfer 
is stamped with the ad valorem duty of £200, the impressed stamps bearing 
the date 2/11 /50. The Exchange Control declarations indorsed on the 
transfer are signed on behalf of both transferor and transferee by Arnold 
Lee & Co., Solicitors, under date 21st November 1950. 

(2) Minute No. 1 of Special Directors Meeting of General London held 
on 17th September 1953 : “ It was resolved and agreed that in consideration 
of the payment of £10,000 the receipt of which Mr. Livingston acknow- 
ledges and the Company confirms as including all payments previously 
made to Mr. Livingston and includes the Secretary, the telephone and the 
£20 per month for petrol for his own car, the Company agrees to the 
transfer from Mr. Livingston of 191,187 1/- Ordinary shares in the Central 
London Property Trust Ltd. to the General London & Urban Property 
Trust Ltd. and Mr. Livingston agrees to confirm the payment by him of 
the Revenue stamp of £200 on such transfer”. 
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(■S'* Minute No 6 of a Directors Meeting of General London held on 
10th February 1955: “The Board took note again of the mmute of the 
7th September 1953 relating to the transfer to this Company from Mr, 
Livingston of 191,187 fully paid 1 /- shares (ordinary) in the Cen ral London 
Property Trust Ltd. The Board agreed in view of their possible par value 
to have this item incorporated in the 1955 accounts, there being no contra 
amrnt S to Mr. Uvingston as he agrees that he has received £10,000 
in satisfaction”. , , , 

(4) The only relevant entries in the Compaiy s books are a credit of £I 
to Mr. Livingston’s account made on 31st March 1955 (the date of the 
Balance Sheet) and a debit of the like sum to Investment Account. 

(5) The transfer of the shares is entered in the Annual Return made 
bv Central London to the Registrar of Companies as taking place on 
10th February 1955. This return Is made by Mr. Henley as Director and 
Mr. Livingston as Secretary of Central London. 



136 The discrepancies in both the price of the shares and the date of the 
transaction call for explanation. Mr. Henley, at his examination said he could 
not explain the difference in dates and did not recollect whether Mr. Livingston 
had had £10,000 or not. As to the consideration mentioned in the hrst of the 
two minutes, he said: 

“I imagine nothing was paid to Mr. Livingston for the three years for 
secretarial work, telephone and the petrol, which was agreed. _ That is the 
only thing I can imagine, Q. It is clear from the accounts he did not receive 
any salary as Secretary? A. No, he received no money at all. Q. What is 
the telephone? Does that moan his private use of the business telephone? 
A. No, the business telephone, the telephone up there in the olhcc. Q. Did 
he pay for that himself? A. He paid for that, yes”. 

137. Mr. Henley agreed that he had signed both minutes and said he was 
“ rather at sea ” as to their meaning. He said he would go into the matter 
with a view to helping me to understand it, adding, I will do my utmost . 
In answer to my question whether ho was a Director of Central London he 
said “ Yes I was at the time. I still am a Director, but there is no business 
being done, I do not think the shares are worth anything really. Q. Is that 
why they are in at the nominal value of £1? A. That is why they have been 
put in at £1”. Despite reminders, Mr. Henley has produced no further 
explanation. 

138. Mr. Livingston, when examined, stated that in 1950, at the time of 
the transfer, the shares had no value, but that Central London had interests 
in Canada which might have become valuable. He said “ We did originally 
draw up a transfer for a nominal sum because the shares were of no value, 
but the Stamp Duty Office refused to accept it and so wo put in the par value. 
We made another transfer — the one you have got there — for £10,CK)0 and^ got 
it stamped, or 1 paid the stamp duty. General London should have paid tt 
but did not pay it”. He said he attended to the stamping himself. ^ As 1 under- 
stand it, the Stamp Office would, in a case where the consideration appeared 
inadequate, require confirmation of a low valuation either from the Company’s 
auditors or by way of assurance from the vendor that he regarded the shares 
as worth no more. 1 asked Mr. Livingston why he did not pursue the matter 
with the Stamp Office, and he said he did: “ I even called in the little cubbey- 
hole with the Supervisor to argue about it. I did not want to pay £200 for 
nothing, but I still considered that it would save a lot of bother and probably 
it might be worth it, so I did”. 

139. When I said I did not understand why Mr. Livingston transferred the 
shares at all, he replied “ No, I do not understand myself, other than if the 
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thing had turned out all right in Canada we should have been all right. Q. Why 
should that induce you to transfer them to General London? A. I think I told 
you I have got a big stake in General London. I am not interested so much 
in making lots and lots of money. Q. Are you now saying it was an act of 
charity towards General London? A. Charity is a very awkward word you 
know. Charity is not supposed to exist in business, but it does — or some sort 
of motive like that anyway”. Mr. Livingston said he did not agree the shares 
were worthless; they might be of great value in the future. I said I was still 
not clear why he had transferred them and he replied “ I am not clear myself, 
Mr. Fay. I am not clear why I should have been so philanthropic”. 

140. On the wording of the 1953 minute, Mr. Livingston said that “ includes 
the Secretary ” referred to the services of his secretary. Miss Ashton, whom 
the Company paid (thus differing from Mr. Henley’s interpretation). Since 
he had said that in 1950 the shares were valueless and the consideration had 
originally been expressed to be nominal, I asked whether the 1953 minute was 
not a fictitious way of accounting for the £10,000 consideration. The exam- 
ination continued. A. “ No, I should not use the word ‘ fictitious ’, I should 
make it a sort of ominous statement. Q. It bears no relation to what you have 
told me now about the origin of the £10,000 consideration, does it? A. I am 
not quite sure I follow you. Q. The plain fact is you were passing on those 
shares to General London for no consideration? A. Of course — ^no considera- 
tion other than these. Q. Back in 1950 were these the considerations for 
which you handed over these shares? A. Yes, I should think so. It was 
really laughable. It is really laughable to have put this minute into the book. 
Q. Are you saying that the Company provided you with these various matters, 
£20 for petrol and the services of a secretary, and you felt you should repay 
them by handing over the shares? A. You are giving me an explanation, 
Mr. Fay, and it is very probably correct, but I am not sure about it. It is very 
probably true”. 

141. I can part from this unsatisfactory episode by saying that I am not 
satisfied that the true reason for the original transfer has been disclosed; that 
I am quite sure that Mr. Livingston would not pay £200 stamp duty for no 
other reason than to save bother; and that General London’s books show that 
only £1 consideration passed in respect of the sale. General London’s Minute 
Book for October and November 1950 might have clarified the matter, but 
that of course is the book which is not produced. 



Section IX 

THE PURCHASE OF GROVE ESTATES 

142. On 1st June 1954 General London acquired its second subsidiary by 
purchasing the entire share capital of Grove Estates (Twickenham) Ltd. This 
is a private company incorporated a little over two years previously, on 16th 
May 1952, with an authorised and issued share capital of 1,000 £1 shares, fully 
paid up. It owns a leasehold property known as The Grove, St. Margarets, 
Twickenham, Middlesex, consisting of 61 flats and 16 garages, and derives 
its income from the rents thereof. The lease is for 99 years from September 
1935 and the property was purchased by the Company in 1952 for £39,856. 

143. Prior to the sale to General London the shares were held by Mr. 
Benjamin Levinson (stated by Mr. Livingston to be his cousin) and members 
of his family; Mr. Levinson and his daughter Miss Elizabeth Levinson were 
directors, and his son Mr. Geoffrey Levinson was Secretary. The Company’s 
working capital was provided by an unsecured loan of £7,000 advanced by 
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Mr Levinson. The auditors were Messrs. Goodman Jones & Co., from whom 
I have obtained copies of the Company’s accounts preceding the sale. have 
not however been able to see the Company’s Minute Book kept prior to the 
"rie'X Geoffrey Levinson stated that ho handed it to the auditors; they 
however deny this and Mr. Geoffrey Levinson appears to accept their denial. 
Mr LivingstL, the next Secretary, states that he never received it. The present 
Minute Book commences on 3rd June 1954. 

144. The accounts of Grove Estates show that from incorporation to 5th 
Aoril 1953 its net income was £411 and from then until 31st May 1954 its 

inrnme was £1 607. No provision was made for directors fees or amortisa- 
tion The property was and is mortgaged to the Alliance Building Society of 
Brighton on terms providing for monthly payments of interest and in reduction 
of capital. The original loan had been reduced by the regular payments to 
£30,904 at 31st May 1954. 

145. The minute of General London’s Directors recording the decision to 
purchase is in the following terms, dated 5th May 1954. 

“ The Board approved the purchase of the whole of the share capital 
in the Grove Estates Twickenham Ltd. which own a block of 60 flats and 
16 garages at Twickenham at a price of £50,000 iff which £31,000 is a 
First Mortgage to the Alliance Building Society, half of winch .sum is at a 
fixed rate of Interest and the other held on a repayment basis (Thf whole 
of such payments including repayment of principal amount £2»128 per 
annum & the balance of £ 1 9,000 to be made up as £ 1 5,000 1 n Cash to be paid 
with a second Mortgage of £4,000 at 5% all subject lo tlie production of 
documents signed by the Vendors guaranteeing that lliere arc no liabilities 
outstanding due by Company and all rates and Sciteduic A Tax paid up 
to date as on a completion of any similar property 



146 The meaning of this somewhat obscure minute appeals to be that 
General London based their purchase on a valuation of the property at £50,000, 
and undertook to pay the vendors the difference between this sum and the 
then amount of the mortgage loan, less £4,000. The balance of £4,000 was 
to be secured to the vendors by Grove Estates charging their property with 
that sum by way of second mortgage. I am informed by Mr. Benjamin 
Levinson that he conducted the negotiations with General London on behalf 
of the vendors of the shares. 



147. The transfer took place on 1st June 1954, and on 27th May 1954, 
the following appears in the minutes of a Directors’ meeting of General London; 

“ The Board discussed the position in regard to the acquisition of the 
share capital of Grove Estates Twickenham Ltd. There was produced 
to the Board the share certificate and transfer and the Board signed a 
cheque for £12,000 in this respect. A cheque for £7,000 was also signed 
in repayment of a loan outstanding against Grove Estates Twickenham 
Ltd. Mr. Livingston undertook to produce a discharge of this loan and 
the result would be that this Company stood in the position of the former 
lender”. 



148. Compared with the previous minute, this represents a change in detail 
though not in substance. Instead of purchasing the shares for £19,(K)0, with 
liabilities discharged. General London bought the loan of £7,000 at par and 
paid the balance of £12,000 for the shares. Immediately after^ the transfer, 
Grove Estates made a second mortgage in favour of Mrs. Miriam Levinson 
(wife of Benjamin Levinson and herself one of the vendor shareholders), 
received the £4,000 from her and at once paid it over to General London in 
reduction of the loan of £7,000. 
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914. Grove Estates’ Balance Sheet 
was as follows : 

Fixed assets, at cost 
Less mortgage 

Current assets 
Less current liabilities . . 

Formation expenses 



31st May 1954, the eve of the transfer, 

£ £ 

. . 39,856 

, . 30,904 

8,952 

1,416 

391 

1,025 

. . . . 41 



10,018 



Represented by; 

Share capital, authorized and issued 

Unsecured loan 

Revenue surplus since formation 



1,000 

7,000 

2,018 



10,018 



150. Bearing in mind that The Grove had been purchased by Grove Estates 
in 1952 for £39,856, I asked Mr. Henley and Mr. Livingston how the valuation 
of £50,000 was arrived at in 1954. Mr. Henley said he thought a valuation 
had been obtained from Messrs. Letts Brothers (the firm mentioned in para. 
123 above); “they did the valuation because they are right on the spot”, i.e. 
at Twickenham. Mr. Livingston said it had not been valued by Messrs. Letts 
but by the Directors, i.e. Mr. Henley and his colleagues. (Messrs. Letts have 
confirmed that they did not value the property.) Both witnesses indicated that 
they regarded £50,000 as a proper valuation at the time of purchase. Mr. 
Livingston said it “ was based on the income of the property and we considered 
£50,000 to be a very good bargain and still do”. 

151. Upon the purchase General London took 997 shares, and one each 
were transferred to Messrs. Henley, Griffin and Colville-Wallis, who became 
Directors, with Mr. Livingston as Secretary. Mr. Griffin and Mr. Colville- 
Wallis have since died, and Mr. Cole joined the Board on January 1958. The 
Grove Estates shares were taken into General London’s Balance Sheet of 31st 
March 1955 “ at cost £12,916 ”, and written up at 31st March 1956 to £13,884. 
I am informed by the auditors that the sums additional to the £12,000 paid 
for the shares “ represent the cost of repairs, the liability for which was under- 
taken prior to the acquisition, but met by General London after acquisition”. 

152. By 31st March 1955, the date of the next accounts of General London 
after the acquisition. Grove Estates had increased its liability to General 
London by its net profits, declared as dividend, £695, but had reduced it by 
payment of £5,400, of which £4,000 was supplied by the second mortgage and 
£1,400 from its current assets (£1,416 at take-over; para. 149 above). However, 
the indebtedness increased in the next accounting period because when, as will 
be narrated in Section XII, the Board of General London in December 1955 
proposed to wind up their Company, they were faced with the fact that if 
General London went into liquidation, the second mortgagee of The Grove 
would have the right to pay off the first mortgage and take possession. The 
relevant minute, of 22nd December 1955, reads; 

“The Board considered it desirable in view of the possible liquidation 
of the Company to pay off the second mortgage on the subsidiary Grove 
Estates Twickenham Ltd., taking into consideration that under the circum- 
stances the second mortgagee has the legal power to pay off the first 
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mortgage and enter into possession. This would mean that the second 
mortgagee with only £4.000 as a second mortgage could pay off the first 
mortgage of £30,000 and acquire the property for a total of £34,000. If 
this were done it would mean that the Company would lose approximately 
£15,000 ” 

General London therefore advanced a further £4,000 to its subsidiary, and 
the second mortgage was paid off. 



153. The Company’s books show the following net income in the accounting 
periods following the acquisition: 

Ten months to 31st March 1955 . . 

Twelve months to 31st March 1956 
Eighteen months to 30th September 1957 
Twelve months to 30th September 1958 
The “ net income ” has been arrived at after deducting from rental income 
only direct expenditure, legal and survey fees, “ sundry expenses and bank 
charges ” (a small figure), and Income Tax under Schedules A and D, and, 
in the last year, profits tax. No directors’ fees, office expenses, salaries, or 
any other management expenses have been charged to Grove Estates. ^ The 
entire net income, at the figures listed above, has been declared as dividend 
and credited to General London. 

154. The state of account between parent and subsidiary at each accounting 
period was as follows: 

Balance Sheet: 31/3/55 

£ 

Total amount owed . . 2,295 

Dividends (cumulative) . . 695 

Balance . . . . . . 1,600 



31/3/56 

£ 

6,427 

1,795 

4,632 



30/9/57 

£ 

7,252 

3,020 

4,232 



30/9/58 

£ 

7,867 

4,380 

3,487 



£ 

695 

1,100 

1,225 

1,360 



155. By the date of the last accounts the only advantage General London 
has had from its investment of £13,884 in shares and £3,487 in cash advances, 
is that of being able to show a modest figure for dividends receivable in its 
Profit and Loss Account, and thus assist it in paying its preference dividend. 
The last accounts show that Grove Estates had a deficiency of current assets 
of £8,058 (after including the whole of the indebtedness to General London 
as a current liability), and it would therefore appear that General London 
would not on a winding-up recover its investment and keep the dividends 
credited to it unless The Grove were sold for some £51,000: 

£ 

Deficiency of current assets . . . . . . 8,059 

Repayment of mortgage . . . . . . 28,821 

Cost of Shares . . 13,884 



50,763 



Whether The Grove is worth such a sum may perhaps be tested by its net 
income — £1,360 in that year. It may of course be that the income is likely 
to increase in consequence of the provisions of the Rent Act, 1957. However 
a minute of 25th July 1957 reported that “ practically all ” the tenants had 
asked for agreements with “ the new 40% increases on the rents ” and it may 
be that some of the increases are reflected in the profits to September 1958. 
It must also be remembered that a purchaser would take into account manage- 
ment expenses not debited in arriving at the net income. What the property 
was worth in 1954 is not a matter on which I can form a view, but I am bound 
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to say that I have not been convinced that £50,000 was a proper valuation 
upon which to base the purchase price of the shares bought by General London. 

156. I have to draw attention to the fact that the creation by Grove Estates 
of the second mortgage as part of the bargain for the sale of its shares would 
appear to contravene s. 54 of the Act. 



Section X 

OTHER PROPERTY SALES 

157. Early in the investigation I called for a complete list of sales of General 
London’s properties, with sale prices and names of purchasers. In due course 
the list was furnished. However, on checking it, the document was found to 
be inaccurate in a number of respects. It omitted a number of sales altogether, 
and gave inaccurate prices against others. I have been at some pains to verify 
the position, and have inspected numerous contracts, completion statements, 
and other contemporary documents. In the result the errors in the list point 
to nothing more serious than poor record keeping by the Company. The only 
sales in respect of which I find it necessary to call attention to discrepancies 
are those Listed below. 

158. 52 Bredon Road, Croydon. Tliis was sold on 6th April 1954, the 
price shown in the books being £300. The Company’s list gave the sale price 
as £495, and the solicitors acting for the Company on the sale state that accord- 
ing to the correspondence, tliis house was sold to the tenant, a Mr. Fenton, 
for £495. 

159. Hanwell Estate. A minute of a Board meeting of General London 
of 10th February 1955 records agreement to the sale of this estate, subject 
to contract, for £37,500, whereas the price is shown in the books at £36,500. 
I have inspected the sale contract, which is for the smaller sum. 

160. Sales in period 1st April 1950 to 30th September 1951. The accounts 
give the proceeds of sale during this period as £19,848; this I presume to be 
a net figure, after deduction of expenses. The properties sold during tliis 
period, with their prices, were as follows; 



Date of Sale 


Property 


Sale Price 
£ 


1950 


April 3 


116 Westmead Road .. 


2,900 




April 4 


161/3 Burnt Oak, Broadway .. 


3,700 




May 1 


120/22 Station Road, Cliingford 


6,496 




May 15 


89 Beechmount Avenue 


750 




July 14 


1 Grenaby Road 


750 




July 31 


10 Hamilton Crescent . . 


1,400 




Aug. 3 


45 Leslie Grove 


495 




Sept. 11 


72 Hardy Road 


700 




Oct. 9 


66 Mayfield Gardens . . 


750 


1951 


Mar. 28 


1 Vancouver Road 


1,065 




May 25 


26 Brighton Road, Coulsdon . . 


1,750 




May 25 


58 Mayfield Gardens . . 


1,750 



£22,506 



The above total of selling prices, compared with the figure in the accounts, 
gives £2,658 as the expenses of sale, which seems to be a liigh figure for expenses, 
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and is in fact higher in proportion than the expenses of sales in any succeeding 
period. I refer in the next Section to the omission of two of the sold properties 
from the then current valuation. 



Section XI 

VALUATION OF FIXED ASSETS OF GENERAL LONDON 

161. The next matter requiring consideration is the manner in which the 
Company’s freehold and leasehold properties have been written down in 
successive Balance Sheets following sales of properties. 

162. In the Balance Sheet for 31st March 1950 these properties stood at 
£491,725, described as “ at Directors’ valuation or cost, less sales”. A note 
to this Balance Sheet states that the Directors’ valuation was made at 30th 
September 1946 and gives the book value of properties sold during the preceding 
year. 

163. It is clear from the fact that the book values of properties sold were 
ascertainable, that there must have been available to Messrs. Napier Hender- 
son & Co., the then auditors, a split of the total valuation giving book values 
of each property or group of properties. Moreover if the Directors made the 
valuation, they must have made or approved the split. The Company has 
been unable to produce any such figures to me, although the Secretary has 
confirmed that the Directors did make the split, and when in 1956 Messrs, 
Goodman Jones & Co. found it necessary, for reasons which wilt appear, to 
ascertain this split, they found among Mr. Napier’s working papers a document 
listing the book values as at 1st April 1950 and amounting in total to the 
above-mentioned sum of £491,725. This document, which 1 refer to hereafter 
as “ the Napier valuation ” assigns values in some cases to individual properties 
and in others to blocks or estates of properties. 

164. The next Balance Sheet was that of 30th September 1951. In the 
intervening eighteen months the properties listed in para. 160 above had been 
sold. On referring to the Napier valuation it is found that of these properties 
two are omitted from the valuation and the value of the remainder is £15,020. 
The omitted properties are 116 Westmead Road and 1 63 Burnt Oak, Broadway. 
These are not the only omissions from the Napier valuation : at least two other 
properties owned by the Company at the material time are missing from the 
list, and I shall mention later (para. 1 82) the effect of one of these omissions 
on the accounts. This is perhaps the place to say that the task of ascertaining 
with accuracy what properties General London owns or has owned seems to 
have defeated everyone who has attempted it. 1 referred in the last Section 
to the errors in the list sent to me by the Company, and I shall be mentioning 
later in this Section mistakes made by the Company’s surveyors (para. 167), 
and by the present auditors (para. 177). Finally, the list of properties printed 
on the 1957 Report and Accounts omits at least three houses (Nos. 46, 48 and 
50 Beechwood Road, Caterham) owned by the Company. (The three were 
inserted in the 1958 Report and Accounts after I had raised the matter with 
the Secretary.) One might think that a property-owning company would have 
readily accessible records of its property owned, but such does not seem to 
be the case with this Company. 

165. If the previous system of writing down had been followed in the 
September 1951 Balance Sheet, the previous value of £491,725 would pre- 
sumably have been written down by £15,020, However in this year the 
Company had their properties re-valued by Messrs. Letts Brothers, the 
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Surveyors and Estate Agents, already mentioned (para. 123 above). That 
firm valued the properties at £515,000, and this figure appeared in the Balance 
Sheet, described as “ Freehold and Leasehold Properties at Valuation by 
Chartered Surveyors, September 1951, adopted by the Board of Directors”. 
In consequence of this writing up, the Capital Reserve was credited with (a) the 
difference between £515,000 and £491,725, and (b) the proceeds of sales of 
properties sold during the period, namely £19,848. 

166. The document embodying the new valuation (which I shall refer to 
as “ the Letts valuation ”) is dated September 1951. It sets out brief particulars 
of each item, consisting of either a single property, or a group of properties, 
or an estate, and in every case save one gives (i) the gross rents per annum, 
(ii) the outgoings (limited to general and water rates and ground rent and, in 
the case of 5 properties, all flats, porter’s or housekeeper’s wages) and (iii) by 
deduction, net rents. The exception is Eton Court, in respect of which the 
only figures given are ground rent £25 and “ receivable income ’’ stated to be 
“ approximately £13,000 per annum ”. It does not assign individual values 
to each item but concludes as follows: 

“ The total gross annual rentals arising out of the existing lettings are 
Forty-Nine Thousand, Three Hundred and Thirty pounds (£49,330), and the 
net rentals, after deduction of Ground Rents, General and Water Rates (where 
not paid by the tenants) and other expenses where specifically mentioned, we 
assess at about Thirty-Four Thousand, Five Hundred pounds (£34,500). We 
have made no allowances for management or rent collection. 

“ The properties are of a varied type and character and after careful 
consideration and having regard to the reversions of shop leases and the 
likelihood of sales from time to time to sitting tenants together with possible 
increases in rent by way of Government Legislation we are of the opinion that 
the present value as a whole is represented in the sum of Five Hundred and 
Fifteen Thousand Pounds (£515,000)”. 

167. The Letts valuation is susceptible of considerable criticism. There 
are small mathematical errors in deducting outgoings to arrive at the net 
rentals. There are other marks of carelessness in the descriptions of properties. 
For example, as to the Elthorne Heights Estate at Hanwell the document 
states “ this estate consists of 56 modern semi-detached villa type houses ” 
and proceeds to list 60 houses. In fact, so far as I have been able to ascertain, 
there were 64. In one or two instances it also includes houses which tlm 
Company states it never owned. Still more open to comment is the way in 
which Eton Court is dealt with. 



168. This was the Company’s largest single property, yet the details of 
gross rent, outgoings, and net rent, which are given in respect of all other 
properties, are omitted One can, however, deduce these figures by comparing 
the totals given in the conclusion of the valuation (para. 166 above) with the 
sum of the detailed figures given as regards all properties other than Eton 
Court : 



Difference 
(i.e. outgoings) 
14,830 



Gross Net 

1. Per total (para. 166) . . . . 49,330 34,500 

2. Sum of figures for all properties ex- 
cept Eton Court .. .. 36,161 22,464 13,697 

3. Amounts attributable to Eton Court 

(line 1 less line 2) 13,169 12,036 1,133 

(In line 2, the mathematical errors referred to above have been 
corrected.) 
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The significance of this calculation lies in the figure thrown up as outgoings 
of Eton Court, which is on any view far too low. See the valuers’ comments 
at para. 175 below. 

169. In fairness to the valuers, it is right to point out that they were 
dependent on the Company for the figures of rentals and outgoings, and for 
information as to what was the Company’s property. The firm inform me 
that the valuation was made by an employee of theirs, a Mr. Beard who died 
in 1953; they have replied in detail to my request for information on the 
valuation and other matters: see para. 175 below. 

170. It may be noted in passing that the firm are not, and do not hold 
themselves out to be. Chartered Surveyors. The employee who made the 
valuation on their behalf, however, was an Associate of the Royal Institution 
of Chartered Surveyors and this fact is relied on by the Company in support 
of their description of the valuation in the Balance Sheet. 

171. In the next Balance Sheet, that of 30th September 1952, the valuation 
of £515,000 was written down by £16,059, described as “Proceeds of Sales 
of Properties from 1st October 1951 ”. In the following accounts, dated 31st 
March 1954, however, this method was abandoned. There had in the interven- 
ing eighteen months been extensive sales, including that of Eton Court, and 
these were dealt with by three entries in the Balance Sheet. The valuation 
of £515,000 was brought forward and written down by the following two 
entries: 

£ s. d. £ s. d. 

Less: Sales of Properties since the valuation in 
September 1951, at book figure prior to 
that date . . . . . . . . . . 147,489 17 6 

Surplus on sales of properties since Sep- 
tember 1951, on book figures prior to 
that date . . . . . . . . . . 4,554 17 8 

— 152,044 15 2 

Thirdly the Capital Reserve, which had been written up by £43,123 on the 
revaluation, was written down by £29,950 Is. 8d. described as “ Deficiencies 
on realization of certain properties since September 1951 by reference to their 
book figure prior to that date ”. 

172. I take it, and this is confirmed by the present auditors, that the proceeds 
of sales of properties during the relevant eighteen months were the book value 
plus the surplus minus the deficiency, i.e. £122,095. Had Mr. Napier followed 
his previous year’s method of writing down by proceeds of sales, the valuation 
would have been written down by this figure plus the previous year’s proceeds, 
together £138,154, whiph is £13,891 less than the amount actually written off. 
I believe that the reason why Mr. Napier changed the method was that he 
realized that there had been a substantial capital loss on the relevant sales 
and that to write off merely the proceeds would be to over-value the residue. 
Having taken this decision he was in the difficulty that the Letts valuation 
gave no split of book values and he was unable to take the course of writing 
down the fixed assets by the book value of the properties sold and deducting 
the resultant capital loss from reserve. He therefore had recourse to the only 
split available to him, i.e. that of the pre-1951 valuation, and in the result 
was able to give his certificate to a Balance Sheet which wrote down the pro- 
perties to an amount which he did not consider an over-value, and which also 
disclosed a capital loss of nearly £30,000 on some of the sales. 

173. That was Mr. Napier’s last account. The next accounts, those of 
31st March 1955, were certified by Mr. M. Arnold Hyams, of Messrs. 
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Goodman Jones & Co. His Balance Sheet brings forward the previous entries, 
with this further deduction: 

Less, Sales of Properties at Chartered Surveyors 
Valuation in September 1951 less ex- 
penses . . . . . . . . . . £20,193 12 0 

This figure was in fact the net proceeds of sales during the preceding twelve 
months, as is apparent from the fact that no capital gain or loss is shown. 
It appears as though it were based on book figures, or a split of the Letts 
valuation, and this is because the Secretary obtained and produced to Mr. 
Hyams the following letter from Messrs. Letts Brothers to the Company. 

“ 4th October 1955. 

“ Dear Sirs, 

We confirm that in our valuation of the properties included in the total 
revaluation figure of £515,000, the following properties were valued at the 
figures stated below 

There follows a list of 17 individual properties with amounts attributed to each. 
Those amounts are in each case the same as the sale price of the property, as 
shown in the Company’s books. (One of the properties is 52 Bredon Road, 
as to which see para. 158 above.) The amounts total £21,225, the difference 
between this and the Balance Sheet figure of £20,194 being the expenses of sales. 

174. Mr. Hyams had some misgivings about this letter, but he was entitled 
to rely on so clear a statement by the makers of the valuation. He had not 
at that time had occasion to consider the Napier valuation; had he done so 
he would have observed that the properties sold for £21,225 had a'pre-1951 
book value of £65,827 and therefore showed a capital loss on the old valuation 
of £44,602. 

175. Messrs. Letts were asked by Mr. Deacon to explain the valuation 
given to one of the 17 properties listed in their letter of 4th October 1955 to 
the Company, and in their reply dated 23rd September 1958, they stated inter 
alia that “this was not necessarily the figure that Mr. Beard had in mind when 
making the original valuation”. Finding this difficult to understand, I asked 
for their observations in writing upon this and a number of other points, and 
it is convenient to give here the reply, contained in a letter to me from Mr. 
D. Schonfield, the partner concerned, dated 28th January 1960. The numbered 
paragraphs in his letter relate to my questions upon: (1) the making of the 
valuation of September 1951; (2) the reason why Eton Court was dealt with 
differently from the other properties; (3) the point, made in ppa. 168 above, 
that the figures for gross and net rents appear to attribute little more than 
£1,000 per annum to the outgoings of Eton Court; (4) the source of the figures 
given in the letter of 4th October 1955 as valuations of each of the 17 pro- 
perties, the circumstances in which that letter was written, and the meaning 
of the statement in the letter to Mr. Deacon that one of the figures was not 
necessarily that which their valuer had in mind ; (5) the circumstances in which 
the letter of 5th June 1958, regarding the valuation of Eton Court (dealt with 
in para. 124 above) was written and what it was intended to convey. The 
reply is as follows: 

“ We refer to your letter of the 22nd December, and to the subsequent 
telephone conversation with the writer, and beg to reply thereto as follows : 
“1. We confirm that the valuation in question was made by a Mr. 
Beard who was at that time a member of this firm and was a Chartered 
Surveyor. Our instructions were that the preparation of the valuation 
was to be undertaken only by a Chartered Surveyor. We cannot now trace 
any calculations that might have been made by Mr. Beard in preparing 
his valuation. 
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armed S the toLl vlie of all properties he had allowed the full outgoings 
Xtever they ^ been at that time. We venture to submit that 
to supposUn is a reasonable one having regard to Mr. Beard s remarks 
concertog the increased cost of services, etc., when making reference to 

this block in his report. * n , 

“ 3 We agree that £1,000 per annum would not represent the total 
outeoingTat Eton Court. In our opinion, which is purely an estimate, 
to outgoings of Eton Court in 1951 would have been somewhere m the 

region, of £6,000. , . « , , „ 

“4. In 1955, we were asked to express 
17 properties, which were included m the valuation of £515,0(M m 1951. 
At that time, as now, we could find no working papers of Mr. Beard. 
We wire given information by Mr. Livingston regarding offers he had 
received for the properties concerned. In our opinion, these offers were 
to Ind reasonato and we, therefore. ^d°pted them as the indivto^ 
valuations which we set out in our letter of the 4th October 1955. Mr. 
Beard left no calculations and the figures in our letter retored to, would 
not of course, necessarily have been the figures which Mi. Beaid had 
“signed to these properties in making his individual valuations although 
there is the possibility that such might have been the case. ^ We take it 
that this statement will explain the reference to Mr. Beard in our letter 
of the 23rd September 1958, and will further indicate the ?oorce of the 
individual figures referred to, and the circumstances in which our letter 
of the 4th October 1955, was written and what it was intended to convey. 

“ 5. Unfortunately, we have not found a copy of the letter of the 1st 
April 1948 but the writer remembers being consulted by Mr. Livingston 
on a possible sale of this block at that time. He made no detailed in- 
spection of the property, and this figure was no doubt ariived at, based 
purely on income and expenditure as supplied by Mr. Livingston with a 
view to finding a possible purchaser, which is the usual procedure for 
Estate Agents to adopt in such cases. As far as we can recall all the 
circumstances so long after that date, we believe tbat we did t'droduce 
one or two prospective buyers, but the negotiations did not materialize, 
because they were unwilling to pay the quoted price. In this connection 
we understand that Messrs. Match & Co., a reputable local agent, suggested 
a consideration of about £76,000 at that time, which figure was presumably 
based on a net income after all outgoings had been deducted. Noverthe- 
less.the writer feels satisfied that with a net income accrumg of ab^ 

Mr. Beard could reasonably have placed a valuation of £90,000 loi Eton 
Court within his global sum”. 



176. To revert to the writing down of the fixed assets, when Mr._ Hyams 
was preparing the next Balance Sheet, that of 31st March 1956, he inquire 
of Messrs. Letts Brothers for the individual valuations of the properties sold 
during to preceding year and was told that they were not available. He then 
wrote to the Secretary of the Company as follows; 

“ 1st October 1956. 



“ Dear Sir, 

In view of the number of property transactions which took place 
during the Company’s tradingyear ended 31st March 1956 and also bearing 
in mind the fluctuations which have taken place in the price of property 
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since the last valuation of the Company’s assets, we consider it necessary 
that the Company obtain a detailed valuation of its properties as at 31st 
March 1956. Without this valuation it is very difficult to certify that the 
Balance Sheet gives a true and fair view of the Company's affairs. 

It is also very necessary for us to know the value of the properties 
which were sold during the year ended 5th April 1956. Kindly note that 
it is very unlikely that their sale prices were identical with the original 

valuation. 

Yours faithfully . 

The Secretary replied on the 5th October 1956, stating that the above letter 
had been placed before the Board, and continuing: 

“ It is impossible for us to involve ourselves in a valuation fee, which 
would come to anything between £1,500 and £2,000, and the Board does 
not consider it necessary in any case. 

“ With regard to the second paragraph of your letter, your Mr. Wayne 
has a list of the properties which were sold in the accounting year you are 
dealing with up to the end of March 1956 and the Board estimates that 
there was a capital profit of £7,500”. 

177. The auditors then turned to their predecessors’ papers and ascertained 
the book values of the sold properties according to the pre-1951 valuation. 
The net proceeds of sale during the 12 months were £43,431, and the pre-1951 
book values they calculated to be £45,229. Where the Napier valuation attri- 
buted global values to blocks and estates of houses, the auditors found the old 
book value of a single house by dividing the valuation by the number of units 
in the block or estate. This is a proper, and indeed the only practicable course. 
Unfortunately, owing to the record-keeping being in the state already com- 
mented on, it was not always easy to ascertain how many units were comprised 
in an estate at the date of the Napier valuation, and in one case this led the 
auditors into a miscalculation. This was in the case of the Hanwell estate, 
sold for £36,500 in June 1955. The estate as a whole appears at £48,547 m 
the Napier valuation. The auditors’ inquiries led them to believe that at the 
date of that document the estate consisted of 64 houses, and that 12 had been 
sold individually in the intervening period, and they accordingly calculated the 
old book value as 52/64ths of £48,547, i.e. £39,450. My researches into sales 
led me to the conclusion, which Mr. Hyams now accepts, that there were 67, 
not 64 houses in the estate at the material date and that not 12 but 15 had 
been sold individually since 1st April 1950. The calculation should therefore 
have been 52/67ths of £48,547, i.e. £37,678. I mention this to illustrate the 
difficulties of ascertaining the facts about the Company’s sales and not as 
criticism of the auditors. 

178. Having ascertained the old book values, the auditors could have 
written that figure off and accounted for a capital loss. They did not do tins : 
what they did was to bring forward the two items of (a) “ Sales since September 
1951 at book figure prior to that date”, and (b) “ Surplus on sales since 
September 1951 on book figures prior to that date ’’—which Mr. Napier had 
introduced into the Balance Sheet for 30th September 1 952 in the circum- 
stances set out in paras. 171-2 above — and increased the first item by the 
£45,229 and decreased the second item by £1,798, the amount of the capital 
loss. The effect was to write off the proceeds of sale, although not described 
as such. It is true that this method of dealing with sold properties did disclose 
a capital loss to anyone who had the previous year’s Balance Sheet and com- 
pared the figures for “ Surplus on sales ”. (The comparable previous year s 
figures were not repeated in the current accounts.) On the other hand it had 
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the effect of i r i flnting the value of the remaining properties, a topic dealt with 
at para. 185 below. 

179. I suggested to Mr. Hyams that, confronted with the difficulties resulting 
from the exchange of letters quoted above, he might have procured a split of 
the Letts valuation by (a) requiring the Directors to make the split, or (b) 
grossing un the Napier split in the proportion which the old valuation bore 
fo the lew^n 1st September 1951 (M76.414 to £515 000) He replied that 
he would have regarded the first course as unwise and he had not considered 
the second I also suggested to him that having altered the method of writing 
down he might have re-written the previous year’s figures on the same basis, 
but he did not think it proper to do so. I have no observation to offer on 
the nroprietv of this procedure, but would observe that had it been followed 
the entnes would have looked very different because the surplus brought 
forward was less than the capital loss on the sales for the year. 

180 Messrs. Goodman Jones & Co. have followed the same procedure in 
writing down the fixed assets in the succeeding Balance Sheets, and in the last 
one published, that of 30th September 1958, the entry is as follows: 

FIXED ASSETS: £ s. d. £ 

Freehold and Leasehold Properties at 
valuation by Chartered Surveyors 
in September 1951, as adopted by 
the Board of Directors 
Additions since September 1951, at 

cost 

Improvements to Premises . . 



s. d. 



515,000 0 0 



34,817 14 
755 11 



Less: Sales of Properties at Chartered 
Surveyors Valuation in September 

1951, less expenses 20,193 12 0 

Less: Sales of Properties since the 
valuation in September 1951 at 
book figure prior to that date . . 201,656 17 6 

Less: Surplus on sales of Properties 
since September 1951 on book 
figtires prior to that date.. . . 11,577 10 2 



550,573 5 4 



233,427 19 



317,145 5 



181. For the sake of accuracy I should add that by an oversight the amount 
written off by adjustments to the second and third deductions in the last Balance 
Sheet (30th September 1958) was the gross selling price, the expenses having 
been left in the Profit and Loss Account. With this trivial correction, the 
amount written off by the present auditors has always been the net proceeds 
of sale, whether described as “ at Chartered Surveyors’ valuation ” in the first 
of the above deductions or distributed among the other two deductions. 

182. It will be observed that the third deduction (surplus on sales) has 
increased in the last Balance Sheet by comparison with its predecessors. This 
is almost wholly the fortuitous result of another omission in the Napier 
valuation. (See para. 164 above.) An omitted property (15 Honor Oak 
Road) was sold on 9th October 1957 for £8,250 and since it had no valuation 
the whole of the price was carried into the “ surplus ”. For the purpose of 
arriving at a value for the remaining properties, this was proper, but it had 
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the unfortunate result of creating a false impression of the ratio of book values 
to current selling prices. (See table in para. 184 below.) 

183. My observations upon the writing down of the assets are twofold. 
Firstly, there has appeared in every Balance Sheet since that of 31st March 
1954 the entry “ Surplus on Sales of properties since September 1951, on book 
figures prior to that date”. This has never been an accurate statement of 
what the figure against it represents. It has never been more than a surplus 
on some sales. This was clear when the entry was first introduced by Mr. 
Napier, because the deficiency on other sales appeared on the other side of 
the Balance Sheet. In subsequent Balance Sheets that deficiency, having been 
written off to Capital Reserve, was not shown, and there was no reason why 
it should be. In these Balance Sheets the entry must have conveyed the 
impression that on all sales since 1951 there has been a net surplus over the 
pre-1951 book value, whereas there has in fact been a substantial net deficit. 
The figure of £11,577 given in the latest Balance Sheet is in fact the net surplus 
on all sales since 1951 except that part of those up to March 31st 1954 which 
showed a deficit, the deficit being £29,950, and except those set out in the 
first of the deductions, where the deficit was £44,602. 

184. Secondly, the various methods of writing down have by now produced 
a figure for the remaining fixed assets which may well be a substantial over- 
value. Omitting the items of additions at cost and improvements, on which 
1 have no comment, the last Balance Sheet writes down the properties from 
£515,000 by £233,428 to £281,572. Had the old valuation (less by nearly 
one-thirteenth than the Letts valuation) been retained, and all sales written off 
at book value, the figure would have been reduced from £476,705 in September 
1951 by £267,484 to £209,221, and a capital loss of £63,814 would have been 
shown to have been incurred. The following table shows how the above 
figures are made up: 



Accounting Period 


Net Proceeds 
of Sales 


Old Book 
Value of Sales 


Capital Surplus (-|-) 
or Deficiency (— ) 




£ 


£ 


£ 


1/10/51 JO 31/3/54 .. 


122,095 


147,490 


— 25,395 


1/4/54 to 31/3/55 .. 


20,194 


65,827 


— 45,633 


1/4/55 to 31/3/56 .. 


43,431 


45,229 


— 1,798 


1/4/56 to 30/9/57 .. 


5,550 


5,748 


— 198 


1/10/57 to 30/9/58 . . 


/4,150* 


3,190 


1- 960 




18,250* 


omitted 


-1- 8,250 


1/10/51 to 30/9/58 . . 


203,670 


267,484 


— 63,814 



NOTE: Net proceeds and old book values are given as shown in the accounts. 



185. It is the duty of auditors to report whether a Balance Sheet gives a 
true and fair view of the state of the Company’s affairs as at the end of its 
financial year; this duty does not prevent them certifying a Balance Sheet 
which under-values assets, but it does in my view prevent them from certifying 
a Balance Sheet which they have reasonable grounds for thinking over-values 
assets. “ The purpose of a Balance Sheet is primarily to show that the financial 
position of the Company is at least as good as there stated, not to show that it 
is not, or may not be, better ” — per Mr. Justice Buckley in Newton v. Birmingham 
Small Arms Co. (1906) 2 Ch. 378 at p. 387. Auditors are not valuers, but if 



•Gross, not net: see para. 181. 
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on accountancy grounds they are put on inquiry, I think they should require 
assurances. It is a pure mathematical deduction to say that if 
vS as^ts are written down by the proceeds of sale of a parf and those 
nroceeds of sale show a capital loss, the remainder must have been written 
up It is of course impossible to find a firm ca^pital oss where the sale is a 
a orooertv the whole of which is globally valued; but where, tested 
aS nst fomer boL values aggregating one-thirteenth less than the new global 
Xa ion, a large capital loss is shown, auditors are in my view put on inquiry, 
"s case, of course, the test was of their own devising. I think it was 
consteatioks of this nature that led the late Mr. Napier to make the entries 
hfd d to the last Balance Sheet he certified (para. 171 above) and it is a pity 
that bis successors did not follow suit. They did write the eminently proper 
totter reproduced to para. 176 above, and if they had not accepted the Secretary’s 
Siswers the succeeding Balance Sheets might have been more informative 
documents. 

186 The value of the Company’s surviving pro- 1951 properties is thus 
unknown. It is common knowledge that the values of some classes of property 
have increased in recent years and it may be that this factor has caught up 
with tire over-value, but unless or until a fresh valuation is made the members 
of General London cannot be given an indication of the value of their principal 

187. The lack of present certainty is accentuated by the fact that the greater 
part of the Company’s properties are leasehold and that during the period 
I have investigated no provision has been made for amortisation. Companies 
that exploit a wasting asset are not bound in law to replace that as.set by the 
time it expires but where they are running down their capital in this fashion 
it seems to me that a true and fair view of the state of their affairs calls for 
some indication of the facts, such as a split between toasehold and fre^ 
value and perhaps a statement as to average lerigth of lease. In all the Balance 
Sheets I have considered (i.e., from that of 31st March 1950 onwards), the 
fact that no provision has been made for amortisation has been noted, but 
only in the first were the proportions given. They were then; 

Freehold . . . ■ 94,627 

Leasehold . . . . 397,098 



491,725 



However in the last two Accounts (1957 and 1958) a list of addresses of pro- 
perties owned (without values) has been printed on the back of the Accounts, 
divided into freehold and leasehold. I have not attempted to calculate the 
average term of the leasehold properties; many have 60 to 85 years to run 
but there are some with as little as 30 to 40 years of life remaining. 



Section XII 

THE LOSS OF CONTROL OF DU CANE 

188. On 18th December 1954 the Directors of Du Cane resolved to issue 
the whole of the 232,269 hitherto unissued shares of that Compaty to Mrs. 
Mary Hamilton, the daughter and nominee of Mr. Livingston, and accepted 
in payment Mr. Livingston’s cheque for £11,613 9s. Od., being “ 

the shares. The whole of Du Cane’s authorized share capital of 50U,UUU 
one-sliilling shares were now in issue, and Mr. Livingston and his daughter 
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(who between them already held 20,095 shares) owned more than 50% of the 
share capital, wlrile General London’s hitherto controlling interest fell to 46- 1%. 
As at April 1958 Mr. Livingston and his daughter held 50-8% and the remaining 
3-1% was held by 214 persons, none holding more than 500 shares. 

189. One of the minutes of the Board meeting of Du Cane of 1st June 1950 
had conferred a species of option on these unissued shares upon Mr. Livingston 
(para. 27 above, and Appendix 4). The undertaking there recorded contains 
no term as to either price or time limit, and it is open to question how far it 
is binding in law in the absence of such terms. At his ej^amination I asked 
Mr. Henley a number of questions about this minute. He stated that it 
accurately set out what the Board agreed, and that he regarded the agreement 
as binding. No price is mentioned in the minute; he said “ I do not think 
we spoke about price there, but the price would have been the regular market 
price, what would be considered to be the market value of the shares”. He 
appreciated that the exercise of the option would mean the loss by General 
London of control of Du Cane, and said that this could have happened at 
any time after the making of the agreement. The next ordinary general 
meeting of the Company, on 20th October 1950, was held at Du Cane Court 
itself, and Mr. Henley said he announced to the shareholders their acquisition 
of Du Cane as a subsidiary. I asked whether, in view of the option, he had 
thought it right to tell the shareholders that they were liable to lose their new 
subsidiary at any time: he said that he had not told them, and that he did not 
know that it was necessary. He agreed that the option was not noted in the 
accounts, but said he was “ pretty sure ” that the auditors knew of it. “ Q. Did 
it cross your mind that there ought to have been some disclosure? A. No it 
did not”. 

190. My questions to Mr. Livingston were prefaced by a reference to the 
list of his labours set out in the minute (see Appendix 4) as consideration for 
the option : “ Q. When you were doing that work, were you doing it as Manager 
of General London or on your own behalf? A. 1 think both. I wanted to do 
something that would put General London in a better position than it was 
then, and I was not averse to combining the two things. I was not acting 
exactly on behalf of General London any more than myself, it was both the 
same. Let me put it this way: by putting the benefit on General London I was 
benefiting myself : the prosperity of General London meant advantage to me, 
because I am a considerable shareholder”. He would not agree that the option 
granted him a valuable privilege, although he agreed that he could by exercising 
it gain control of Du Cane should that company prosper, and could, if it did 
not prosper, leave it with General London. He referred in this eonnection 
to the guarantee he had given (see para. 28 above). “ Q. Did you regard that 
(sc. the option) as a binding contract? A. 1 think so. Q. Did you know that 
if it was a binding contract it was bound to be disclosed in the Balance Sheet 
by a note? A. That is up to the auditors. Q. Do you not concern yourself 
with what accounts your Directors sign? A. Not with the audit. I do not 
concern myself with details of the audit, and I assume that if auditors of that 
standing look at the Minute Books they know exactly what they are doing”. 

191. This account is contradicted by the auditors, Messrs. Richard Coates 
and Co. They wrote to me as follows : “ We do not consider that minute No. 7, 
dated 1st June 1950, ever constituted an option and we informed Mr. Livingston 
accordingly. He was advised to amend his Balance Sheet to include a reference 
to an option if in fact this existed but ho elected to exclude this information”. 

192. Another cognate option is disclosed by the following minute of a Board 
meeting of General London of 8th October 1953: “ The Board approved and 
resolved that in the event of any change of the Board of Directors of the 
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^ pvent of the liquidation of the Company the right to acquire 

CoiTipany or nthe ev^^^^^ Court Ltd. now held by thi.s Company 

the Debentures and iliis; Comnanv and Mr. Livinuston in 



of a contract between this Company and Mr. Livingston in 
shall be the subject ^hail pay for the debentures and shares 

which the price tha ■ i,,,nk.s plus lO'ln, and that there shall be set 
"nii‘n^t%hfs prS fn the event of .siidt change of Directors on liquidation of 
rclSry tS: sTated value of his service agreement”. 



193 This minute was followed by the execution of a contract under the 
seal of the Company in the following terms: 

“ Tn consideration of the sum of One Shilling paid to us by you which 
we hereby acknowledge we hereby give you an option m the event of the 
Company going or entering into liquidation whether voluntary or com- 
1 L nresent Board of Directors ol the Company being replaced 
bv anther BoL or tL compo.sition of the Board so changed dtat the 
cLtrol of the Board is no longer m the existing Board to purchase all 
die stores and debentures which we hold at such time in Du Cane Court 
Sm ed at the price stated in our last previous Balance Slice . plus ten' 
^rcent such option to be exercised by you at any Ume withm a year 
Sf Tnnneniiiu of such event or events. We also hereby agree that m the 
event Sr ™ such option you .sltall be entitled to set off the 
price payable in rc.spcot of such shares and debentures against any amount 
payable to you by us on the determination ol your Service Agreement 
and pay us only the difference . 



194 At his examination Mr. Livingston slated lliat there were mo'/es at 
that time towards a take-over bid for General London and that tha was the 
r“o7for the grant of this second option. Q. So tto those who niade 
the take-over operation would not acquire control of Du Cant. A. That 
was the object of the exercise”. 



195 The Minute Book of the Board of Du Cane records two transactions 
in the 'summer of 1954 whereby the unissued stores were to be ‘ssued to 
Mr Livingston or his nominees. These were on 10th June and Slh July 1954, 
Md both were cancelled. On 1 8th December 1 954 the issue was Imally decided 
upon. The decision is minuted as follows; 

“The Board considered the points raised by Mr. Cirillln and in 
particular the item “ Sundry Loans ” in the Balance Sheet amounting 
to £9,314 3s. lOd. and agreed with Mr. Orillm that ol this amount, 
£6 663 4s. lOd. was due to Central London Properties Trast Limited. 
The Board agreed that this sum should be paid to Central London 
Properties Trust Limited, and also that the sum ol £2.650 19s. Od. due 
to Mr Livingston, should also be paid. The Board signed cheques for 
ihe“ amount! and Mr. Livingston, on behalf of Mary Hamilton 
tendered to the Board Debentures to the value ol £2,300 0.^ Od. tor 
redemption. The Board accepted the Tenders and signed a cheque tor 
£2,300 Os. Od. to Mrs. Mary Hamilton. 

“ Mr. Livingston agreed and produced to the Board a cheque for 
£11 613 9s. Od. in payment for the Unissued Shares. The Board agreeo 
and signed and sealed a Certificate for 232,269 1 /- fully paid shares m 
Du Cane Court Ltd. to take the place of the Certificate previously signed 
and sealed, and accepted Mr. Livingston’s cheque for £11,613 9s. Del. m 

(Signed) S. C. S. Henley, 

Chairman. 13/1/55.” 
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“ In the discussion as minuted the Board agreed that in view of the 
very large amounts due to the Revenue, and the absolute necessity of 
providing £15,000 for new boilers there was no prospect of repaying the 
loans. This being so, the shares were issued to liquidate the loans out- 
standing. 

Entered at Board Meeting. 

(Signed) S. C. S. Idenley. 

13/1/55”. 

196. It is to be observed that the amount paid by Mr. Livingston for the 
shares neatly balances, to within £1, the debts paid off. Of the debts, those 
to Central London and to Mr. Livingston are shown in the books of the 
Company as owing as at the date of the last Balance Sheet, 31st March 1954. 
The debt to Mr. Livingston was what remained of his loan of £5,000 for the 
purchase of Eton Court (para. 119). Mrs. Hamilton’s debentures were, as 
will be explained later (para. 238) held by her as nominee for Mr. Livingston, 
so that a cheque in her favour was in effect a payment to Mr. Livingston. 
(There is a discrepancy between the minute and the books regarding this 
redemption. According to the books a redemption of £2,900 of Mrs. Hamil- 
ton’s debentures was effected on 16th December 1954 at 5% premium, so that 
both the amount redeemed and the redemption price are wrongly given in the 
minute.) The debt to Central London had arisen out of Du Cane’s liabilities 
for tax. Apparently Central London had an admitted tax repayment claim 
which by agreement witli the Inland Revenue and with Du Cane was pro tanto 
set off against Du Cane’s tax liability, so that Central London recovered its 
overpaid tux from Du Cane instead of from the Inland Revenue. I have no 
authority to trace this payment into Central London’s books, but perusal of 
that Company’s Balance Sheet for 2Bth February 1955, filed with the Registrar 
of Companies, discloses among its current assets “ Loan to an officer of the 
Company . . . advanced December 1954, £6,663 ”, so tliat all three of the 
payments recorded in the above minute were clearly used to reimburse Mr. 
Livingston for the purchase price of the shares. 

197. When Mr. Henley and Mr. Livingston came to give evidence they 
appeared to have forgotten the reasons for the issue of the shares given in 
the Chairman’s note appended to the minute (as to which, see para. 236 below). 
Mr. Henley said that Mr. Livingston suggested the issue: “ Q. Did he give 
you any reason for wanting the unissued shares? A. We discussed it, and 
there, again, it was a question of a take-over. Q. Was it? A. Yes, another 
question of take-over. It was suggested that we issued shares, and he was 
going to pay for them, which he did. Q. What was going to be taken over? 
A. General London, and the object of the thing was, of course, Du Cane Court, 
and we were just trying to put a stumbling block in the way, that is all. 
Q. You were using the unissued shares in order to take away Du Cane Court 
from the control of anyone who might buy up, or succeed in getting the share- 
holders to agree? A. Quite so, yes; that was the real object in doing so”. 

198. Mr. Livingston said he subscribed for the shares “ to stifle the take- 
over altogether”. “ Q. And that was the only reason? A. That is the only 
reason. Q. It was not to give you personal control? A. I am not interested. 
I am still not interested. Q. Had it any connection with the apparent option 
that you had been given back in 1950? A. You know, I think we had for- 
gotten all about it”. 

199. The evidence of a threatened take-over bid was said to be requests 
for lists of shareholders and approaches from interested persons; no offer was 
circulated to shareholders. On my referring to the fact that the next Directors’ 
Report to the shareholders made no mention of the loss of the subsidiary, 
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Ivfr Livingston said he did not consider it important enough to mention, and 
“ in any case, strictly technically I would say that it is not my job to draw up 
a reoort for the Directors. Q. You are now trying to put any blame there 
may be on to the Directors? A. No, I am always willing to assume responsi- 
bility I never put blame on anybody. Q. You are the Manager ? A. Yes, 
but I am still not a Director. It is for the Directors to draw up their report. 

I cannot be held technically liable”. 

200 After this part of his examination, Mr. Livingston wrote to me in 
these terms : “ In reading through the transcript . . .1 have r^embered, putting 
it shortly that in addition to making it certain that the General London & 
Urban Properties Ltd. would not be taken over by anybody mainly with the 
idea of obtaining Du Cane Court, there is a minute in the Minute Book 
setting out various other considerations when the unissued shares were issued 
for cash at par”. 

201. The reasons advanced for the issue of the shares are not in my view 
satisfactory. One reason which might well be thought to have existed is not 
advanced namely that of conferring control of Du Cane upon Mr. Livingston 
at a time when the Company’s prospects, in view of prospective changes in 
rent legislation, were likely to improve. It is to be observed that on the face 
of it the issue could have been an exercise of the “ option ” of 1st June 1950, 
but it is only right to point out that Mr. Livingston’s assertion that that had 
been forgotten may be borne out by the fact that when at a subsequent ordinary 
general meeting of the Company a number of questions about the issue of the 
shares were put by shareholders of General London, no mention was made 
of this “ option ”. It will be recalled, too, that Mr. Livingston had, in dis- 
cussion with the auditors, elected not to treat the option as enforceable (para. 
191 above). 

202 The shareholders’ meeting above referred to was not the next to be 
held after the issue of the shares. The twentieth ordinary general meeting was 
in fact held five days after the issue, on 22nd December 1954, and moreover 
was held at Du Cane Court— a meeting-place hardly calculated to disabuse 
shareholders of the idea that their Company still controlled Du Cane. At this 
meeting no mention was made of the issue of the shares and the loss by General 
London of control of Du Cane Court Limited. At the next ordinary general 
meeting, however, which was held on 2nd December 1955 — also at Du Cane 
Court — the members had before them the Directors’ Report and Accounts for 
the year ending 31st March 1955. No mention whatever was^ made in the 
Directors’ Report of the loss of control of Du Cane Court, but it was evident 
from the form of the accounts that that Company was no longer a subsidiary 
of General London. Among those present at the meeting was Mr. Newton 
Stollery Cole, joint managing director of the Woodgate Investment ’Dust 
Limited (hereinafter called “Woodgate”). Both Woodgate and Mr. Cole 
personally were shareholders in General London. Mr. Cole asked the Chair- 
man (Mr. Henley) how Du Cane had ceased to be a subsidiary and the Chairman 
referred the matter to Mr. Livingston, who informed the meeting that he had 
subscribed for the 232,269 unissued shares of Du Cane. After discussion the 
motion for the adoption of the report and accounts was rejected and the meeting 
was adjourned for 30 days. On 14th December 1955 General London gave 
notice of the adjourned general meeting for the 6th January 1956 and at the 
same time sent out a circular giving notice of an extraordinaiy general meeting 
for the same day to consider a special resolution to wind up the Company, 
which the directors advised should take place. Woodgate on the 21st December 
1955 circularized the shareholders in opposition to the proposed winding-up 
and on the 2nd January 1956 General London issued a further circular in the 
following terms : 
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“ Dear Sir /Madam, 

Further in reference to the proposed liquidation of the Company, the 
Board of Du Cane Court Limited have arranged that in the event of 
liquidation being agreed and in the event that the Ordinary Shareholders 
of this Company do not get the par value of their shares, then Du Cane 
Court Limited will increase the Capital of their Company and will allocate 
to the Ordinary Shareholders of this Company shares to the value of any 
deficiency, you will thus get a shareholding in Du Cane Court Limited. 

If you have not already sent in your proxy for the Extraordinary 
General Meeting on January 6th, 1956, you are urged to do so immediately. 

Yours faithfully, 

S. C. S. HENLEY, 

Chairman”. 

This remarkable olfer may be taken as an index to the anxiety of those 
in control of General London to secure the liquidation of the Company. 

203. Before the date of the adjourned meeting another event of importance 
took place. On 22nd December 1955 Mr. Livingston bought General London’s 
entire holding of Du Cane shares (230,500 one-shilling ordinary shares) at par. 
The relevant minutes of a Directors’ meeting of that date, at which Mr. Henley, 
Mr. Colville-Wallis and Mr. Livingston were present, are as follows: 

“ 2. Mr. Livingston, the Secretary informed the Board that he had had 
a telephone conversation with Mr. Griffin yesterday who expressed his 
regrets at not being able to attend this meeting owing to urgent personal 
reasons. Mr. Livingston explained to the Board that he had informed 
Mr. Griffin on the telephone that the Agenda for the Meeting of the 
General London & Urban Properties Ltd. was to discuss the sale of the 
Ordinary shares held by General London in Du Cane Court Ltd., and 
that a valuation placed upon the shares by Messrs. Goodman Jones & Co., 
had been received placing them at a value of par, and that Mr. Livingston 
had also been informed by Messrs. Richard Coates & Co. that the value 
was nil. And Mr. Livingston had informed Mr. Griflin that he proposed 
to make an offer for consideration by the Board of £11,525, being par 
value for these Ordinary shares. Mr. Livingston told the Board that 
Mr. Griffin had agreed and that he was going to write to that effect. 

“ 3. The Board expressed their regret at Mr. Griffin’s absence from 
the meeting and considered the proposal from Mr. Livingston to buy 
these 230,500 shares at par and agreed. 

“ 4. Mr. Livingston produced a cheque for this amount which the 
Board accepted and the Board signed and sealed a transfer for these shares 
in favour of Mr. William Livingston”. 

204. Both the share valuations referred to in minute No. 2 have been 
produced, and copies are given at Appendix 11 to this Report. It will be 
seen that both valuations proceed on the hypothesis that Du Cane Court 
should be valued at £415,000 — the valuation by Messrs. Richard Coates & Co. 
reciting that “ we understand that the Directors have now received an in- 
dependent valuation of the main property, Du Cane Court, in the sum of 
£415,000 ”. Mr. Livingston states that no such independent valuation was in 
fact received and that the figure was a directors’ valuation. Since Messrs. 
Richard Coates’s valuation is addressed to Mr. Livingston and is expressed 
to be in reply to “your letter dated 21st inst.”, I considered that it would 
assist my investigation to obtain this letter of Mr. Livingston’s requesting the 
valuation. However, Mr. Coates informs me that this letter is “ missing from 
its proper place in our papers ”. On the figure of £415,000 I would recall 
that in February 1952 Du Cane Court had been valued by the directors at 
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of condition 16 by a majority of the debenture holders, and upon tny asking 
e Starv for the authority for this statement he produced a document 

?ated 28 th& 

“ We the undersigned, being the Holders of the rnajority in value of 
the outstanding debentures of Du Cane Court LimUed hereby agree to 
the cancellation of Condition 16 of the Debenture Deed and the substitution 
therefor or the following condition . . , . 

‘ The Company in addition to the rights contained m paragraph 12 
=Uall have the right to redeem Debentures tendered for redemption by 
DebeXe imldefs of the Company but at not more than £105 per cent 
together with the accrued interest up to the date of redemption and that 
this condition shall be retrospective as from the 1st June 1950 , 

For and on behalf of General London and Urban Properties Limited. 

(Signed) S. C. S. Henley, Chairman. 

(Signed) W. Livingston”. 

In consequence of this resolution, the debenture redemption premium 
reserve against which had been written the premiums on the debentures 
redeemed in 1950, was further written down to the amount needed to provide 
thrXmiXs on the remaining debentures, and the balance of £7,203 was 
transferred to Profit and Loss Account. 

212 Since 1st June 1950 the Company has from time to time redeemed 
debentures, some at 105% and some at par; some with and some without 
pavment of accrued interest. These redemptions have all been of debentures 
held by Mr. Livingston or by his daughter, Mrs. fvfary Hamilton, (Mr, 
Livinaston transferred £7,140 of the debentures to his daughter for a nominal 
consideration on 23rd June 1952.) In addition to the milial redemption of 
£5 250, a further £3,310 of Mr. Livingston’s holding were redeemed in the 
accounting period ending 30th September 1951, and a further £3,410 during 
the next twelve months. The total redemptions arc tabulated in Appendix 12, 
to which I shall refer later; it will be seen that they bear no relationship to the 
maximum of £2,000 p.a. referred to in minute 6 of 1st June 1950, Meanwhile 
1 must turn to a different aspect of the matter, namely the acquisition by 
Mr. Livingston and Mrs. Plamilton of further holdings of these debentures. 



213. Prior to the take-over of Du Cane on 1st June 1950 Mr. Livingston 
had acquired a small number of the debentures, amounting to £1,160 as well 
as the large block of£42.710 dealt with in Section 111 ofthis Report. In.speetion 
of the debenture transfers kept by the Company disclosed that as from August 
1950 Mr. Livingston and Mrs. Hamilton had been eontinuously engaged mthe 
purchase of comparatively small holdings of these debentures. ^ to 

February 1951 the purchases were by Mr. Living.ston; thereafter by his daughter. 
Down to that month the price paid fluctuated considerably, some pamels being 
bought at par, others at varying prices, the lowest being £40‘/o. Thereafter 
the price was usually £40%, with variations up to fiSO'Xi- The holdings pur- 
chased varied from. £10 to £500 nominal, and many of the vendors were personal 
representatives of deceased holders. There were very few purchasers for value 
other than Mr. Livingston and his daughter. 



214. Now the Secretary of a Company whose debentures are unquoted is 
in a favourable position to learn of offers. In the ordinary course intending 
vendors and their advisers would apply to the Company’s Secretary for in- 
formation, as would those who are required to value the assets of a deceased 
holder for probate purposes. It seemed to me that when this Secretary was 
enabled to redeem debentures at par or above, the cireumstanco.s attendant 
upon his purchases of such securities needed investigation. 
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215. Accordingly I asked the Chairman (who was the first witness to be 
examined on oath) about the agreement to redeem, and the Secretary’s sub- 
sequent purchases. He agreed that minute No. 6 of 1st June 1950 contemplated 
redemption at 105%. The examination continued: 

“ Q. Was it part of your original bargain with Mr. Livingston, when 
your Company bought the shares, that he should be able to redeem £2,000 
worth annually? A. No. It was here in June, at this particular meeting, we 
arranged that. Q. Had it not arisen before that? A. Not to my know- 
ledge. . . . Q. You were undertaking to redeem up to £2,000 worth for Mr. 
Livingston annually? A. Yes. Q. Why did you do that? A. I suppose he 
wanted to get rid of the debentures. Q. He wanted to? A. We did : a company 
does not like debentures. Q. You wanted to repay them? A. Repay the 
debentures, get rid of them. Q. Did you make any inquiries as to how you 
could get rid of them? A. Well, in this way, by paying them off. Q. Did 
you pay off anyone else except Mr. Livingston and his associates ? A. I think 
we paid off several. I think we have paid off several others, but I cannot tell 
you without the book. I could not tell you very well. Q. Did you make 
any inquiries as to how much anyone could buy debentures for in the market? 
A. Well, I did not personally. 1 think Mr. Livingston did. Q. Do you mean 
you relied on him? A. Relied on him to find out, and in each case when it 
was a question of buying or selling shares or debentures he made inquiries 
and he had a written statement from different people, for instance from the 
brokers, he would have a letter stating the value, and the accountants would 
go into it as well. They used to go into this business, and they do now, they 
attend to that sort of thing. . . . Q. Did you ascertain any figures before deciding 
to repay Mr. Livingston at 105% ? A. Undoubtedly we must have done, yes. 
Q. But did you, apart from leaving it to Mr. Livingston? A. I did not person- 
ally, no. When you have a Manager you expect him to do the work. Q. Yes, 
but in this case did it cross your mind that you had been giving a very valuable 
bonus to your Manager? A. No, because I think we had a fair price quoted 
to us by whoever it was, the stockbroker or the accountant got the reasonable 
price. Q. 1 am talking about the redemption at 105. A. Yes, quite. Q. Are 
you saying that you think that an accountant or stockbroker verified that 105 
was a fair price? A. Yes, the accountant would. He knows the value of the 
property and the value of the whole Company. . . . Q. Who do you understand 
are Mr. Livingston’s “associates” in the minute? A. Well, his nominees; 
I snppose they could be called nominees. Q. Is Mrs. Hamilton one of them? 
A. Yes, she was one. Q. I dare say you know that considerable amounts of 
debentures have been redeemed at 105 to Mr. Livingston and Mrs. Hamilton? 
A. Oh, yes. Q. Did you know that at the same time they were able to buy 
debentures at something between 40% and 50% ? A. No. Q. Do you approve 
of your Secretary buying the Company’s debentures at 40% to 50% and then 
getting 105% from the Company for them? A. I do not think he has. . . . 
Q. Did you know, or was it news to you, that Mr. Livingston and Mrs. Hamilton 
were buying debentures for from 40% to 50% ? A. I did not know, no”. 

216. I then showed Mr. Henley a number of transfers, including one re- 
cording a purchase by Mr. Livingston of a £500 debenture in August 1950 
for £250. “ Q. Mr. Henley, you said a moment ago it was to the advantage 
of the Company to get rid of the debentures? A. Yes. Q. Looking at that 
transfer, it looks as though the Company through a nominee could have got 
rid of that debenture by paying £250, does it not? A. Had it been offered to 
the Company, yes. Q. Whereas in fact, if it got rid of it, it paid £525 ? A. Yes. 
Q. That is not to the advantage of the Company, is it? A. Well, I do not 
think that is a fair way of putting it. Q. How do you put it? A. I should 
put it this way: assuming that Mr. Livingston was not even an officer of the 
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of condition 16 by a majority of the debenture holders, and upon my asking 
the Secretary for the authority for this statement he produced a document 
dated 28th December 1950 in the following terms: 

“ We the undersigned, being the Holders of the majority in value of 
the outstanding debentures of Du Cane Court Limited hereby agree to 
the cancellation of Condition 16 of the Debenture Deed and the substitution 
therefor or the following condition: 

‘ The Company in addition to the rights contained in paragraph 12 
shall have the right to redeem Debentures tendered for redemption by 
Debenture holders of the Company but at not more than £105 per cent 
together with the accrued interest up to the date of redemption and that 
this condition shall be retrospective as from the 1st June 1950’. 

For and on behalf of General London and Urban Properties Limited. 

(Signed) S. C. S. Henley, Chairman. 

(Signed) W. Livingston”. 



In consequence of this resolution, the debenture redemption premium 
reserve, against which had been written the premiums on the debentures 
redeemed in 1950, was further written down to the amount needed to provide 
the premiums on the remaining debenture.s, and the balance of £7,203 was 
transferred to Profit and Loss Account. 



212. Since 1st June 1950 the Company has from time to time redeemed 
debentures, some at 105% and some at par; some with and some without 
payment of accrued interest. These redemptions iiave all been of debentures 
held by Mr. Livingston or by his daughter, Mrs. Mary Hamilton. (Mr. 
Livingston transferred £7,140 of the debentures to his daughter for a nominal 
consideration on 23rd June 1952.) In addition to the initial redemption of 
£5,250, a further £3,310 of Mr. Livingston’s holding were redeemed in the 
accounting period ending 30th September 1951, and a furlher £3,410 during 
the next twelve months. The total redemptions are tabulated in Appendix 12, 
to which J shall refer later; it will be seen that they bear no relationship to the 
maximum of £2,000 p.a. referred to in minute 6 of 1st June 1950. Meanwhile 
r must turn to a different aspect of the matter, namely tlic acquisition by 
Mr. Livingston and Mrs. Hamilton of further holdings of these debentures. 

213. Prior to the take-over of Du Cane on 1st June 1950 Mr. Livingston 
had acquired a small number of the debentures, amounting to £1,160 as well 
as the large block of £42,710 dealt with in Section II I of this Report. Inspection 
of the debenture transfers kept by the Company disclosed that as from August 
1950 Mr. Livingston and Mrs. Hamilton had been continuously engaged in the 
purchase of comparatively small holdings of these dcbenlure,s. ^ Down to 
February 1951 the purchases were by Mr. Livingston ; thereafter by his daughter. 
Down to that month the price paid fluctuated considerably, .some parcels being 
bought at par, others at varying prices, the lowest being £40'Xi. Thereafter 
the price was usually £40%. with variations up to £50*Xi- 'The holdings pur- 
chased varied from £10 to £500 nominal, and many of the vendors were personal 
representatives of deceased holders. There were very few purchasers for value 
other than Mr. Livingston and his daughter. 



214. Now the Secretary of a Company whose debentures are unquoted is 
in a favourable position to learn of offers. In the ordinary course intending 
vendors and their advisers would apply to the Company’s Secretary for in- 
formation, as would those who are required to value the assets of a deceased 
holder for probate purposes. It seemed to me that when this Secretary was 
enabled to redeem debentures at par or above, the ciroumataneos attendant 
upon his purchases of such securities needed investigation. 
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215. Accordingly I asked the Chairman (who was the first witness to be 
examined on oath) about the agreement to redeem, and the Secretary’s sub- 
sequent purchases. He agreed that minute No. 6 of 1st June 1950 contemplated 
redemption at 105%. The examination continued: 

“ Q. Was it part of your original bargain with Mr. Livingston, when 
your Company bought the shares, that he should be able to redeem £2,000 
worth annually? A. No. It was here in June, at this particular meeting, we 
arranged that. Q. Had it not arisen before that? A. Not to my know- 
ledge. . . . Q. You were undertaking to redeem up to £2,000 worth for Mr. 
Livingston annually? A. Yes. Q. Why did you do that? A. I suppose he 
wanted to get rid of the debentures. Q. He wanted to? A. We did: a company 
does not like debentures. Q. You wanted to repay them? A. Repay the 
debentures, get rid of them. Q. Did you make any inquiries as to how you 
could get rid of them? A. Well, in this way, by paying them off. Q. Did 
you pay off anyone else except Mr. Livingston and his associates? A. I think 
we paid off several. I think we have paid off several others, but I cannot tell 
you without the book. I could not tell you very well. Q. Did you make 
any inquiries as to how much anyone could buy debentures for in the market? 
A. Well, I did not personally. 1 think Mr. Livingston did. Q. Do you mean 
you relied on him? A. Relied on him to find out, and in each case when it 
was a question of buying or selling .shares or debentures he made inquiries 
and he had a written statement from different people, for instance from the 
brokers, he would have a letter stating the value, and the accountants would 
go into it as well. They used to go into this business, and they do now, they 
attend to that sort of thing. . . . Q. Did you ascertain any figures before deciding 
to repay Mr. Livingston at 105".',',? A. Undoubtedly we must have done, yes. 
Q. But did you, apart from leaving it to Mr. Livingston? A. I did not person- 
ally, no. When you have a Manager you expect him to do the work. Q. Yes, 
but in this case did it cross your mind that you had been giving a very valuable 
bonus to your Manager? A. No, because 1 think we had a fair price quoted 
to us by whoever it was, the stockbroker or the accountant got the reasonable 
price. Q. I am talking about the redemption at 105. A. Yes, quite. Q. Are 
you saying that you think that an acctiuntant or stockbroker verified that 105 
was a fair price? A. Yc.s, the accountant would. He knows the value of the 
property and the value of the whole Company. . . . Q. Who do you understand 
are Mr. Livingston’s “associates" in the minute? A. Well, his nominees; 
1 suppose they could be called nominees. Q. Is Mrs. Hamilton one of them? 
A. Yes, she was one. Q. I dare say you know that considerable amounts of 
debentures have been redeemed at 105 to Mr. Livingston and Mrs. Hamilton? 
A. Oh, yes. Q. Did you know that at the same time they were able to buy 
debentures at something between 40 % and 50'Xi ? A. No. Q. Do you approve 
of your Secretary buying the Company’s debentures at 40% to 50% and then 
getting lOS'X, from the Company for them? A. 1 do not think ho has. . . . 
Q. Did you know, or was it news to you, that Mr. Livingston and Mrs. Hamilton 
were buying debentures for from 40'X, to 50'X,? A. 1 did not know, no”. 

216. 1 then showed Mr. Henley a number of transfers, including one re- 
cording a purchase by Mr. I.ivingsttm of a £500 debenture in Augu.st 1950 
for £250. “ Q. Mr. Henley, you said a moment ago it was to the advantage 
of the Company to get rid of the debentures? A. Yes. Q. Looking at that 
transfer, it looks as though the Company through a nominee could have got 
rid of that debenture by intying £250, does it not? A. Had it been offered to 
the Comiiany, yes. Q. Whereas in fact, if it got rid of it, it paid £525 ? A. Yes. 
Q. That is not to the udvantugc of the Company, is it? A. Well, I do not 
think that is a fair way of putting it. Q. How do you ptit it? A. I should 
put it this way: assuming that Mr. Livingston was not even an officer of the 
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Company there is nothing to stop him buying sluires at a low price and selling 
them at a high price. It is a purely btismcs.s transaction. Q. But do you 
think the fact that he is an officer of the Company makes any difference? 
A. I do not think so. Q. Let me ask you thi.s: do you think it means that, 
whether he is an officer or not, he has found that lie can buy a £500 debenture 
for £250 — and he has discovered that, because lie has done it? A. He has 
done it yes quite. Q. Do you think it is liis duty, il he is the Secretary of 
the Company, to use that knowledge on behalf of tlic Company? A. Well, 
I do not quite see how that can be altered. . . . Q. Am 1 doing you justice in 
saying that your feeling is that that is an ordinary business transaction which 
a man who was not Secretary of the Company miglit well engage in if he were 
fortunate enough to be able to do so? A. 1 think so. Q. And you say it 
does not make any difference that ho i.s Secretary of the aimpuny? A. That 
is only my opinion, of course. I tliink I should say no, it makes no difference”. 

217 A copy of the shorthand note of iris examimitioii was furnished to 
Mr. Henley, and was read by Mr. Ldvingston. He subsequently wrote to 
me, on 15th July 1959, saying he wislied to take the “ opportunity of correcting 
some misapprehensions you appear to entertain, inter alia, the idea that 1 
bought debentures at 38% and 40% and tlicn afterward.s had them redeemed 
by the Company at 105%. You appear to have asked Mr. Henley questions 
on this point. This is entirely wrong; the debcnuires retleemed were those 
originally purchased from the Receiver and the Board were informed of this 
on each occasion ”. By reference to his IcUcr of one week later, set out in 
para. 34 above, it will be seen that at this time Mr. Livingston was asserting 
that he had paid above par to the Receiver for the debentures, and he was 
clearly representing to me (a) that redemption at I05''„ did not afford him 
any profit on his purchase from the Receiver, and (h) that the debentures 
redeemed to him and his daughter were wholly from tlie parcel of £42,710 
acquired before he started buying at 40"/, or 50'/,. The first representation 
I have already shown to be untrue (para. 53), and I shull later show that the 
second was also untrue. 



218. Meanwhile I must refer to circulars sent by the Company to debenture 
holders. In para. 211 above, reference was made, in eonneclion with the 
alteration of the debenture conditions, to a minute of 1 1th January 1951. The 
full minute as originally entered was as follows : 

“ The Board approved the letter to the Debenture Holders regarding 
the cancellation of paragraph 16 of the Debenture Deed in tiro following 
terms : 

‘ Dear Sir or Madam, 

Notice is hereby given in accordance with paragraph 14 of Debenture 
Deed that the Majority in Value of the Debenture Holders have declared 
paragraph 16 cancelled, and thefollowing paragraph substituted therefor: 
As from the 1st June, 1950, the Company may redeem in each year 
£2,000 Os. Od. at least in nominal value of the Debentures, cither by 
tender or by drawings by half-yearly redemptions on the 1st June and 
the 1st December’”. 

In the Minute Book the words from “ and the following paragrajih substituted 
therefor ” to the end of the minute has been struck through and in the margin 
there appears a note “ Cancelled by majority of debenture holders 8th Feb. 
1951”. A minute of that date records that letters from debenture holders were 
read to the Board. 



219. On 1st July 1959 I asked Mr. Livingston by letter for a copy of the 
circular to debenture holders sent consequent upon the resolution of Hth 
January 1951, and of any other circulars sent to debenture holders. I also. 
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asked for the letters which were read to the Board on 8th February 1951. 
Mr. Livingston replied: 

“ At this period of time, exactly nine years ago, I am unable to recall 
from memory the exact purport of the Minute of the Board Meeting of 
the 1st June 1950 nor the purport of a further Minute on the 1 1th January 
1951. An ordinary circular in the usual form was sent to the Debenture 
Holders inviting them to tender their Debentures for redemption but I am 
unable to recall after this lapse of time what action the Board took in 
reply to the letters which were read to the Board. These letters were 
kept for two or three years but obviously after that time, being of no 
further value, were destroyed”. 

220. The request for copy circulars was repeated, and Mr. Livingston 
replied on 22nd July 1959: “1 have no copy available of this circular letter- 
sent to the debenture holders and referred to in the Board minute of 11th 
January 1951 nor copies of any other circulars”. 

221. The debenture transfers showed that in the month of February 1951 
Mr. Livingston and Mrs. Hamilton had made ten purchases of debentures 
from ten different vendors, the total nominal value being £1,250 and the total 
price being £507 10s. Od. It was clearly desirable to ascertain whether there 
was any connection between this activity and the circular, and whether any 
subsequent circulars were connected with purchases by the Secretary, Having 
formed the view that T could not expect to receive any assistance on these 
matters from within the Company 1 made inquiries from other sources and 
was able to secure (a) circulars of January 1951, May 1952 and 22nd June 
1959 (this last being dated ten days before my request for copies of all circulars); 
and (b) a filo of correspondence between a solicitor on behalf of a debenture 
holder and Mr. Livingston as Secretary of Du Cane Court Limited. 

222. Each circular was on Du Cane’s notepaper. The first circular con- 
sisted of two documents, the first a notice dated 31st January 1951 in the 
terms of the minute set out in para. 218 above, including the paragraph stated 
to have been cancelled, the second a letter of the same date as follows: 

“ Dear Sir or Madam, 

It is seen from the Records that you are a holder of £ Mortgage 

Debentures in this Company, and 1 am instructed by the Company to 
ask you whether you would be willing to tender your Debentures for 
redemption. 

If you are willing to sell, we should bo pleased to know what price 
you are willing to accept including all outstanding interests and benefits. 

It must be understood that the Company does not bind itself irrevocably 
to accept any tender. 

Perhaps you would let me know. 

Yours faithfully, 

W. Livingston, 

Secretary”. 

223. The second circular was undated but I have evidence that it was sent out 
about the 22nd May 1952. 

“ TO THE DEBENTURE HOLDERS. 

Dear Sir or Madam, 

The Company proposes to redeem a certain amount of the Debentures, 
and I should be pleased to know if you are prepared to tender your 
Debentures for redemption, at a nett price to include all arrears of interest. 

The Company does not bind itself to accept any tender. 
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For your guidance, the last Transfer through a Member of the Stock 
Exchange on the 9th May, 1952, was at 40%. 

Yours faithfully, 

W. Livingston, 

Secretary”. 

224. The third circular was in somewhat different terms, as follows: 

“22nd June 1959. 

Dear Sir/Madam, y . r 

The Company proposes to redeem a limited amount of Debentures, 

and for this purpose, we invite you to tender the £ Debentures you 

hold for redemption. 

The amount for redemption, will be without any cost or charge to 
yourself. 

Please let me know if you are prepared to tender your Debentures for 
redemption, and at what price. 

For your guidance, the last transfer of the Debentures (which are not 
quoted on the Stock Exchange) through a Member of the Stock Exchange, 
was at £40 0. 0. per £100 0. 0. 

Yours faithfully, 

S. C. S. Henley, 

Chairman”. 



225. The file of correspondence with a solicitor resulted from the two 
circular letters of 31st January 1951. The solicitor wrote referring to the 
circulars and offering to tender his client’s dcbenture.s for repayment at 42%. 
The reply, dated 14th February 1951, stated “ We are in receipt of your letter 
of the I3th February 1951 . . . and would inform you that the last transfer 
of the Mortgage Debentures was at 40%, that is to .say, £40 for every £100. 
We would not be justified in offering more than this”. Tlie solicitor replied 
on 16th February 1951 that his client would accept 40'K, “ and on receiving 
your confirmation that your Company will pay the appropriate amount to 
us within fourteen days of the surrender to you of our client’s debentures, 
we will forward the debentures to you”'. The reply from the Company, dated 
19th February 1951, enclosed a transfer form and undertook to forward a 
cheque on receipt of executed transfer and debenture deeds. These were 
forwarded, and the file closes with a letter of 22nd February 1951 from Mr. 
Livingston acknowledging receipt and enclosing the cheque. All the letters 
from Mr. Livingston were on Du Cane notepaper and signed “ W. Livingston, 
Secretary”. The relevant transfer is among those produced to me by the 
Company, and is in favour of Mrs. Mary Hamilton. 

226. The above facts were known to me when 1 fir.st examined Mr. Living- 
ston on 14th October 1959. Dealing first with minute 6 of Lst June 1950, 
which provided for the redemption of £2,000 of debenturc.s annually “from 
those held by Mr. Livingston and his associates . . . and from other holders 
by tender”, I asked: “ Q. What was the reason for that decision? A. You 
see, as sums were available, our first interest was to dear olT the arrears of 
debenture interest. When we had done that, we knew that we would very 
likely have some cash to spare, and the next incentive was to get rid of the 
indebtedness. Q. You regarded it as important to get rid of the indebtedness 
to the debenture-holders? A. Oh, yes — any debenture holders. It did not 
make any difference who the debenture holders were as long as the debentures 
were cancelled”. 



227. Mr. Livingston agreed that his daughter became a substantial debenture 
holder. “ Q. Weic her debentures held as nominee for you? A. Oh, no. 
1 am concerned about death duties at my time of life”. He added that she 



j 

i 



60 



Printed image digitised by the University of Southampton Library Digitisation Unit 



purchased her debentures out of her own money. I referred to his transfer 
in June 1952 of £7,140 debentures to her for a nominal consideration, and he 
agreed that “ under that 10s. stamp, of course, obviously she is my nominee”. 
On the question of the redemption of his and his daughter’s debentures, Mr. 
Livingston said: “ This is where I must take up what Mr. Henley said. None 
of these debentures that were redeemed were connected with those transfers 
(sc. from members of the public). They all came out of the pool upon which 
I paid the full amount at 105 to Mr. Clarke together with the interest accrued. 

I got back exactly what I paid, no more and no less. Q. What you are saying 
is this: you paid so much to Mr. Clarke, and when the Company redeemed 
the debentures, the Company was repaying you that amount? A. Exactly 
what I paid Mr. Clarke”. 

228. The witness was then asked about the minute of 11th January 1951 
setting out the circular to the debenture holders. “ Q. It is clear, is it not, 
that there was a circular sent to debenture holders at that time? A. Yes, 
there was. Q. Asking if they would be willing to tender for redemption? 
A. Yes, and do you know the replies we got? Q. I have asked you in corres- 
pondence for them, and I should like to know. A. We got about six replies, 
and there was not one who wanted less than £120. Q. £120 per cent? A. Per 
cent. So we did not take any notice of them. That was why I said the letters 
received from the Debenture-holders were read to the Board, and some of them 
had extraordinary ideas. Some even went as far as 150, and you could not 
talk about anything like that. But there were not more than six — and I say 
this on oath — there were not more than six replies. Q. Did any business 
come from those replies? A. No, we could not do any business at 120. 
Q. Let me be quite clear about this. You are saying the Board sent out a 
circular to the 6 per cent Debenture-holders inviting them to tender for 
redemption? A. Yes. Q. And you are saying you had about six replies? 
A. We had about half-a-dozen replies. Q. Those replies are no longer in 
existence? A. We did not keep them all these years. . . . Q. Are you saying 
that no business resulted from those letters? A. No business resulted from 
those letters. Q. No business of any kind? A. We could not. I do not 
think we could. Very likely there may have been one, but I do not remember 
exactly. I cannot remember. Q. There were no redemptions, of course, we 
know that. A. No. Q. But at that time there were a considerable number 
of purehases, were there not, by yourself or your daughter? A. They came 
through the Stock Exchange. Q. Let me see. The Minute at which we have 
been looking was dated the lUh January 1951, was it not? A. Yes. Q. The 
replies are referred to in the Minute of February 8th 1951 ? A. Yes. Q. I have 
here all transfers in that period of the 6% Debentures, and all the transfers 
except one are to either you or your daughter in the month of February 1951. 
A. I was the only one who would buy. Q. In point of fact, in the month of 
February there are ten transfers, and you agree, I dare say, that they are at 
about 40% ? A. Something like that. Q. So do you agree, Mr. Livingston, 
that in the month following the sending of that circular you and your daughter 
were the only purchasers of these Debentures, and you were buying at about 
40% ? A. Yes. They are still there. Q. At that time the Company was 
sending out a circular inviting Debenture-holders to tender? A. And, curiously 
enough we did not get any replies, any acceptable replies. Q. As a company? 
A. As a company. Q. But as an individual you found ten? A. They all came 
from a totally different source”. 

4c « >|c * 

“ Q. Did you yourself as a purchaser, or did your daughter, follow up 
any of those letters? A. No. Q. Are you quite sure about that? A. Quite. 
Q. Supposing someone had replied to one of those circulars to you as Secretary 
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of the Company and you had then personally, or your daughter had personally, 
bougM r40»Z would you regard that as a proper ransacUon ? A It is a 
X difficult auction. It is a question of morality. I t is a question of morals, 
Ts it im“ Q That was inherent in the word proper . It may be a question 
Lw tno Mr Livingston. A. Do you moan if I had followed up a reply? 

0 Y^s A in had foUowed up a reply? Q. Yes. a reply sent to the Company. 
A I would’ say that I would not have done it. Ilia is all there is about it. 

T Hn nm sav it is proper, or improper, or anything else; I just did not do it, 
O^Lpposing it had happened. Would it be right to say that if one of these 
D'ebeiSme-holders had replied to the circular and you had entered into corres- 
DondSefwith that Debenture-holder and bought the Debenture, you would 
S it as Trustee for the Company? A. No. 1 do not think so. You are 
Sa me a hypothetical question, and 1 cannot answer a question like that. 
It is purely hypothetical. It involves morals, and 1 do not suppose we are 
concerned here with morals”. 

229 Mr Livingston said that he and his daughter bought debentures 
because he ’wanted a bigger stake in the Com^iny. , After some questions 
he agreed that he in effect fixed the price at 40 X,. Q- What led you to 
plump for 40? A. I do not remember. I thmk it must have been m the 
days when the debentures were in arrears and 1 thought I would have to wait 
a lone time before the interest was issued or could be paid . Asked about 
circulars, he said he kept no copies. “ Q- t'tavc any been sent out this year? 
A. No nor the year before that. Q. I am asking about this year, 1 .)59. A. No, 

1 do not think so, I cannot remenrber any. Q. Mr. Livingston, 1 am not asking 
you to remember back very far. We arc now in October 1959. A, 1 do not 
remember Mr Fay. No, I do not think there was any circular sent out this 
yeTr TherVmight have been, but 1 cannot remember. Q. Are you really 
trying to help me about the.se circulars? A, 1 am trying to help you in every 
way I can” I then showed the witness the circular which I had obtained, 
dated June 1959. He expressed surprise and said " 1 do not think we got 
an answer to this and that is why 1 probably did not remember . He said 
they would have had no copies of this circular in the oilicc when i had asked 
for them in the previous July. Reference was then made to the other circulars 
and the examination proceeded as follows: 

“ Q. Is not the purpose of the.se circulars to get you pcr.sonally in touch 
with people from whom you and your daughter buy these debentur^? A. No, 
that is not a suggestion that I would entertain for a moment. Q. You ate 
saying that it is untrue? A. 1 should think so, Q. Do you ‘ think so, or 
do you ‘ know ’so? A. No, 1 cannot pledge my memory going back S years. 
I cannot do it. 1 cannot answer anything definite about H yeans ago. or even 
5 years ago or 4 years. It is a totally different thing. Q. In point of faot you 
and your daughter have been buying from people who have answered these 
circulars, have you not? A. Not that I remember. Possibly, if you have got 
some evidence”. 

230. At that point I showed the witness a copy of Hie bundle of corres- 
pondence with a solicitor, summarised at para. 225 above. He acknowledged 
that tills contained accurate copies of letters he Imd received and written, and 
that the transferee of the debentures was his daughter. The exaraination 
proceeded : 

“ It is quite clear, is it not, that in response to a circular, this debenture- 
holder tendered and you accepted, apparently on behalf of the Company" 
A. No, I did not; I did not accept it on behalf of the Company. Q. Your 
letters are all signed ‘ W. Livingston, Secretary ’. A. Oh, but I would not 
take that on behalf of the Company. Q. That is your answer, is it? A. Besides, 
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the Directors knew this. You may read that into it, if you like. Q. Are you 
saying that the Directors knew that if they wished to pay off debentures they 
could pay off debentures of this sort at 40% ? A. They had no money to pay 
off debentures at that time. On each of these occasions when these debentures 
were offered there was no money in Du Cane Court. Q. Then why was the 
circular sent out? A. Because I was going to provide the money to get some 
of these debentures paid off. I am the only one who could provide the money. 
Q. Is there anything you wish to add to that answer? A. I do not think so”. 

231. Mr. Livingston was next referred to the statement in his letter to the 
solicitor dated 14th February 1951 that “ we . . . would inform you that the 
last transfer of the mortgage debentures was at 40% ” : it was pointed out to 
him that the last transfer before that date was at 50% and that in all the fifteen 
transfers between 1st June 1950 and that date, only one was at 40%, the rest 
(except those for nominal consideration) being at higher prices. “ Q. Was it 
not this, that by 14th February 1951 you had decided that 40% was the price 
you and your daughter were going to pay? A. Considering the fact that they 

were not due for redemption for 20 years or even 30 years Q. I am not 

saying it is an improper price for a minute. A. No. It was my decision. 
I think that must have been the position, especially as I was not drawing any 
interest from them. I think I have got an undertaking not to draw any interest 
on these debentures and shares”. 

232. Next the witness’s attention was drawn to a minute of a Board meeting 
of Du Cane of 10th July 1952: “ The Chairman stated that debentures held 
by Mr. Livingston to the value of £1,550 had been redeemed in January last 
and that the total sum required to be redeemed, principal and interest and 
premium, was £1,953. These redemptions are necessary to satisfy the con- 
ditions imposed by the mortgagees”. A minute of the next meeting, on 7th 
August 1952, further stated “ In accordance with the arrangements with the 
mortgagees debentures of £1,970 were redeemed on the 17th July 1952”. 

233. Mr. Livingston agreed that the mortgagees referred to were the Legal 
and General Assurance Society Limited, who had advanced £315,000 on mort- 
gage of Du Cane Court. £5,000 of this advance was required to be repaid 
every year, and the mortgage ranked in priority to the debenture charge. 
“ Q. The Legal and General could not have the slightest interest in your repay- 
ing debentures, could they? A. I think they might, you know. Q. Why? 
A. Suppose the security had fallen down. Would they still have any priority? 
Q. You mean if they found they had lent the money unwisely and had in- 
sufficient security ? A. Yes. Who would have lost, the mortgagees or the 
debenture holders ? I suppose the debenture holders. Q. You think that was 
a reason for this arrangement? A. I think so”. Mr. Livingston went on to 
say that the arrangement was not recorded in writing. He thought he had 
made it with the General Manager of the Legal and General. It was for “ a 
sum of debentures ” to be redeemed every year. “ Q. Just ‘ a sum without 
specifying it? A. I cannot remember that any specific sum was mentioned. 
Q. Are you saying that all the redemptions of debentures were made in order 
to satisfy the Legal and General? A. No, the redemption of debentures were 
made so that — 1 am not quite sure”. It was pointed out that while other 
minutes referred to redemptions, there was no other mention of the conditions 
imposed by the mortgagees, and Mr. Livingston said that the arrangement 
stopped in 1952; it was not imposed for a limited period: “ I think we just 
had a conversation and agreed about it”. 

234. On this aspect of the matter I sought information from the Legal and 
General Assurance Society and was informed by their General Manager that, 
as might be expected, they were not concerned with the redemption of the 
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j ti,nt tlifv had no record or knowledge ol' any such condition 



or arr 



cui aiifexii’'*-*''- — 

. . ^ ^nA ihe transcript of the shorlhand note ot the exam- 

235. After he had ‘cad the ^ist October 1959. as follows: 



- . ... 2 [St ucioncr ivjv, as follows: 

[nation, Mr. ^ ^ iibsolutcly clear that the (i"„ Debentures of Du 

‘ I feel 1 must ma ‘ n-iri nf ilie orininjil nehpntiirAo 



, tCt have been redeemed were part ol the original Debentures 
Cane Couit that hay . j Mr. Gordon Clarke. None of these 

bought by me fro" " ^"XWd have been redeemed. 

Debentures sii seq V ^ j ^ ^ etirious coincidence 

Further 1 have bocn^ all the answers to your queslions concern- 
“"Pthflo iraStofyotMuelrtion in February 1951, need correction, 
uigthe 10 tr J „f a long talk with Mr Henley. As a 

1 have had th “„j,. ,„j„ds back together, the position with 

result of this wis^tliat they were in answer to the circular and 

regard to these transfe. m s m 

were put up f j addition to the formal Board Meetings every 

month). So far as wy po,- something like £15,000 for 

forgotten the ' J. £35 oqo arrears of Schedule “A" Tax which 

the boilers and son es’pecially during the war years. Therefore 

had accrued during V A; ^ ^s linuHy considercti it imprudent to 
in consequence of asketl me if I would buy 

spend money in time comes, that is when the 

them myself. ^ ^ future, I will be prepared to hand 

“ “» p~- ' 

“This is what I should have told you at our interview. 1 must have 
tins IS wnd ^ j 

sjSisss sss., 



236. ,r ,h. ■*«“ » ™ 

b°ik'S ',““ 5 "wiirl Mr Si ta . mi.ruk of Itomto W54 i. jlmi 
back to para. f nn Cane’s unissued shares. The new boilers , 

the ‘ o.(. accounting period of eighteen months ended 31st | 

SW: see the tee W i 

“m Canrc“St has been entirely rc-modeUed ‘f i 

in s nnn which was met from current funds . As lor taxation luu uay, a wui ,; 

^ ri iZt “54 m e 1 oilttS i 

less than £21,128 is written back as ProviMon loi luxation to ivoao-tno . 
longer required ”. 

237. At his further examination, on 19th ' 

corrected two of his previous statements. Regarding his IcUtr to a so'iw . 
on 14th February 195? (para. 231 above) saying ‘ ! 

at 40% he now Stated that this was m reference to a bargain made on um 

February^"? with a Mr. Mercer acting on l^U ‘>V"\Xet nt 
sale to Mr Livingston of certain debentures at £40';',,. lit f J 

duced two letters to him from a Mr. B. G Mercer, Surveyor ‘tnd , 

93a Sydney Place, Bath, the first dated 12th Febiauvry U51 j , 

alia “ I have spoken to my friend, who, as I explained U> you, ‘S’ f . 

of an estate amongst the assets of which are £150 of 6" i, debentures in D 
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Court Ltd. He is prepared to accept an offer of 40% The second, dated 
26th February, 1951, stated that the executor had withdrawn. 

238. Secondly, Mr. Livingston now stated that purchases by his daughter 
were paid for by his money, and not, as he had previously said, by her money, 
it is indeed quite clear from the tenor of his observations that in all the 
debenture transactions (including those yet to be mentioned) his daughter 
took transfers as his nominee. 



239. It is now possible to summarise the dealings in the 6% debentures 
during the period under investigation. For convenience the figures are set out 
by accounting periods in Appendix 12. In the first two periods will be found 
reproduced the redemptions attendant upon the take-over of Du Cane and 
dealt with in Section 111 of this Report. After the events of June 1950 Mr. 
Livingston retained £14,960 of the debentures, as per the table in para. 53 in 
Section III, together with the £1,160 which he already held (para. 213 above); 
by the end of the next accounting period (30th September 19M) he, personally 
or by his nominee, had purchased a further £4,430, and had had a further 
£3,310 redeemed, leaving him with £17,240 at that date. His further purchases, 
period by period, can be ascertained by comparing the holdings of “ Others ” 
in column (2) with the like figure in the preceding period. The total of these 
purchases between 31st March 1950 and 30th September 1959 is £13,420. 
The total of redemptions to him and his nominee after June 1950 is £18,725 
(column (4) of the table). When this figure is compared with the £14,960 
retained after that month out of the block of £42,710 obtained from Central 
London, it disposes of Mr. Livingston’s repeated assertions that the redemptions 
were confined to debentures comprised in that block. Redemptions in fact 
exceed the amount obtained from that source by £3,765. Assuming that the 
Central London block was redeemed in priority to other debentures acquired 
by Mr. Livingston, the total return to him (including his “ associates ”) from 
the purchase of the block for £36,000 can now be assessed: 





Nominal 


Price 




£ 


£ 


London . . 


. . 22,500 


28,995 


1950-51 .. 


8,560 


8,988 


1952 


. . 3,410 


3,580 


1953 


2,405 


2,525 


1954 


2,900 


3,045 


1958 (balance) . . 


2,935 


2,935 




42,710 


50,068 



In addition, 7 years’ arrears of interest was paid on the redemption of £6,950 
and 8 years’ arrears on the redemption of £7,425 : see column (7) of the table. 
It will be noted that the last two redemptions were at par and not at £105%: 
for an explanation, and the history of these two transactions, see para. 264-5 
below. 

240. The source of my information has been principally transfers of 
debentures. Some information has been obtained from the debenture registers, 
but I have been prevented from making full use of them in the circumstances 
which I must now narrate. 

241. The registers of debenture holders in the 6% series are in the form 
of a card index, with a card for each holder. At an early stage in the in- 
vestigation Mr. Deacon copied certain information from the cards relating to 
the holdings of Mr. Livingston and Mrs. Hamilton. On 1st July 1959 1 wrote 
to Mr. Livingston asking, inter alia, for the cards relating to those two holdings. 
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Dn Rth Tiilv 1959 Mr. Livingston replied, saying “ With regard to the cards 
On 8th July ^ , oaraeraph of your letter I am very sorry but they 

'" ^^Vo‘t’’avaLble as they were destroyed when the debentures were transferred 
are not available ^ ^ , .qji liisf’. The destruction of records 

to a investigation is obviously a serious matter, and on the 

unS Company’s office with Mr. Deacon. Mr. 

UvUs L wa^ employee (Mr. Barnes) who appeared to 

fuTfi of a book-keeper produced the registers for me. The relevant 

tulhl tne luncuon ^ inquiring from the employee what 

he''kL'^^^of heir whereabouts he informed me that he had seen Mr Livingston 
JnXr that week The 10th July was a hriday; Mr. Livingston’s 
with them . lUeHnesday my request had presumably reached 

letter was wr ten on the J^s Wednesday. If the information 

j;; - ■r,.'’“rr'ss s 

toffiTivtaSton «VBlng my X“ 

and reminding him of the provisions of sub-stction (d) ol s.io/ oi me Act. 
He did not acknowledge receipt. 

242 At his first examination Mr. Livingston was asked about the “ nominee 
conipanv” which he had referred to, and he said that all the debentures of 
toZ series held by himself and Mrs. HamiUpn had been transferred p a 
cCpS^called Crettingham Nominees Limited (hereinafter ca led Cretting- 
ham ’T I pointed out that although all transfers had been collec cd from his 
office on 12ih August 1959, no such transfers were among them. He said they 
Sd and were stamped on the 19th June. The transfers were of their entire 

holdings “ Q. Why wa^thffi TYef Mmffi 

'mtfm dw”“oTom — rf £180,000. £.»000 ,80. i. 

death duties That is all there is. I am not going to have the same thing. 
O What has that got to do with your daughter transferring them to the 
CretffiiEham company? A. She has got control of Crettingham. If anything 
toppen! to me she oln do what she likes. Q. Did you advise your daughter 
to transfer to the Crettingham company on the very sanic d^ . A. Yes I did, 

0 Whv'' A. I thought it safer; I thought it better. Q. Why? A. I do not 
know I thought it better to do so. I do not remember there was miy specific 
rason except that one”. He said he had himself destroyed the cards Asked 
when he saffi “Oh, I do not know; some time after when I thought they were 
of no value. I cannot remember the date. The transfer was on 19th June; 
some time about then, I should think”. (It is relevant to note here that on 
the 21st June I examined Mr. Henley; Mr. Livingston came with him to my 
chambers and asked to be present at the examination, a request which I refused, 

1 have no doubt that he learnt later that day that I had been asking questions 
about his purchases of debentures at 40%). “ Q. 1 was told y°“' °®“ 
bv one of your employees, Mr. Livingston, that he had seen these cards at 
ffiL beginning of the wLk, A. Now, you know Barnes did tell ntc that you 
asked ibout it and he said ho saw them. He did not 

The reason why Barnes is Barnes is because he has got just that kind ot brain. 
He did not see them, and he could not have seen them. 

243 Crettingham Nominees Limited is a company which was registered 
on 8th April 1959 as Nomtril Limited. The declaration lor registration was 
made nearly two years earlier, on 3rd May 1957, by T. A. l lerbert, of 156 Stran , 
W.C.2, as Secretary of the Company. Its Memorandum of Association n 
dated 18th June 1956. It seems that in April 1959 it was purchased by Mr. 
Livingston’s associates; on 29th April 1959 particulars wjJrephled wid^ 
Companies Registry giving Mr. K. 1. Hamilton and Mr. S. C. S. Henley 
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directors and returning the allotment to them of 90 and 10 shares respectively. 
The Secretary was then Mr. Livingston and the registered office 1 Manchester 
Square. On 5th June 1959 there was filed a notice of a special resolution to 
change the name to Crettingham Nominees Limited, and approval to the 
change was given by the Board of Trade on 28th July 1959. 

244. Mr. Livingston subsequently produced two transfers both dated 29th 
May 1959, and both bearing impressed stamps (as he had been able to state 
from memory) dated 19th June 1959, transferring to Crettingham Nominees 
Limited (described by that name) from him and from Mrs. Hamilton respect- 
ively £1,895 and £8,920 6% debentures. I have verified, by reconciling the 
amounts transferred with the acquisitions (less redemptions) as shown by 
transfers and by the entries on the record cards which Mr. Deacon had sum- 
marised before they were destroyed, that these are transfers of the entire 
holdings of these two persons. 



Section XIV 

INTEREST PAYMENTS ON DU CANE 6% DEBENTURES 

245. At the time when General London became the parent company of 
Du Cane, the interest payments on the latter’s (>% debentures were some 7 years 
in arrear. The subsequent treatment of debenture holders in regard to their 
interest calls for comment in this Report because this investigation has dis- 
closed that (a) interest was arbitrarily reduced to 3% for a period, and (b) 
unequal payments have been made to different classes of debenture holders. 

246. A board minute of 9th August 1956 reads as follows: “ In accordance 
with clause 14 of the Debenture Deed, the Board agreed that the rate of interest 
be reduced to 3% and that this should remain as such until such time as the 
Board thought lit, taking into full consideration the general conditions of 
Finance and Bank Interest, and all previous arrears be abrogated”. 

247. This somewhat laconic minute was cancelled by a minute of 6th 
December 1956, but the cancelling minute was itself cancelled by a minute 
of 14th January 1957, with the intent, apparently, to revive the first minute. 
No interest was in fact paid thereafter until 1st July 1958, when an interest 
payment at 3% in respect of the four years 1954 to 1957 inclusive, was declared. 
Thus the Company appears to have had second thoughts about the legality 
of “ abrogating ” arrears, but held to their arbitrary reduction to 3%. How- 
ever when [ asked the Secretary for the Memorandum in writing required by 
clause 14 for the alteration of the terms of debenture issue, he replied by letter 
that there was none, and said: “That is why on the 5th November 1958 the 
debenture holders were informed of the previous misapprehension and the 
debentures were restored to their status of 6% ”. As will appear, the Company 
has now been advised to pay the balance of 3% interest on the four years 
mentioned above, thus bringing the payments up to the stipulated 6%. 

248. Tn considering unequal payments, it appears that the holders of these 
debentures can be divided into throe categories: (i) General London, (ii) Mr. 
Livingston and Mrs. Hamilton, and (iii) all other holders. General London 
has received preferential treatment, and it will be recalled how early payment 
of arrears enabled it to pay its preference dividend in 1954 (para. 68 above), 
while all such payments of course contributed to fulfilling the £5,000 a year 
gross contribution to General London which Mr. Livingston had guaranteed 
(para. 28 above). On the other hand Mr. Livingston and Mrs. Hamilton 
received no interest payments on their debentures, whether originally owned 
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nr subseauentlY acquired, excepting only those redeemed, as shown in Appendix 
n Tn die year ending 31st March 1954, £7,867 ‘ arrears ot debentures interest 
waived ” by these persons was written back to the Appropriation Account 

249 It has been extremely difficult to ascertain what amounts are owed 
tn the other ” debenture holders. In this respect the Company’s records 
are unsatisfactory; there is a “debenture interest account in the Private 
Ledeer but it is of little assistance because it mainly records transfers of the 
whole kmount required for a declared payment, sometimes gross and some- 
times net together with other entries which carry the matter no further. 

Livingston at one time thought he could himsell furnrsh the information 
which I wilted as to actual payments, but he found himself unable to do so, 
and in the end a special investigation was earned out by the Company’s 
auditors They found their task complicated by the fact that as soon as 
Mr Livingston or his nominee bought a debenture, no hirthcr interest was 
naid uuon it and they finally ascertained the position by reconstructing the 
LTounrof ekclfone of the “other holders’’ as at 30th September 1959, by 
laboriously traeing each payment through the separate bank accounts opened 
to deal with each declaration of interest. The interest payment history for 
the period under investigation is now known, and is summarised below. 

Du Cane 6% DEBENTUitta 



Accounting Period 


Payments to: 


General London 


“ Other Holders ” 


18 months to 30/9/51 


4 


0 


12 months to 30/9/52 


4 


4 


18 months to 31/3/54 


0 


4 


12 months to 31/3/55 


1 


1 


12 months to 31/3/56 


0 


0 


18 months to 30/9/57 


0 


0 


12 months to 30/9/58 


3| 


2* 


12 months to 30/9/59 


1 


1 


Arrears at 30/9/59 


3 


4i 



250. Details of the payments to the “ other holders” after 31st March 1950 
are as follows : 



Payment No. 

15 

16 

17 

18 

19 



Payment Date 
1/1/52 
1/1/53 
1/7/54 
1/7/58 

1/7/59 



Expressed to be in 
respect of calendar years 
1942, 1943, 1945, 1951 
1940, 1941, 1949, 1950 
1953 

1954, 1955, 1956, 1957 
(all at 3%) 

1958 



The non-consecutivB nature of the payments will be noted; the 4jr years 
arrears owed to other holders as at 30th September 1959 is in fact made up 
of interest due for the last nine months of 1939, for the whole of 1952, arid 
for nine months of 1959, plus two years representing the balanc e at 3% for 

♦Four years at 3%, 
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the four years paid at the reduced rate. This confusion must have made it 
very difficult for an individual debenture holder to know what arrears he was 
owed, unless he had carefully documented his receipts throughout the payment 
history. 

251. ft has to be added that the declaration of an interest payment in 
respect of a given period or periods did not necessarily result in each of the 
“ other holders” receiving his payment. Although the total sum required was 
debited to the Company’s debenture interest account, and a special bank 
account was opened for the service of each numbered interest payment, cheques 
were not at once sent out to each holder, nor was the full sum transferred to 
the bank account. Consequently there were, on 30th September 1959, com- 
paratively large sums still owing to debenture holders in respect of interest 
declared for payment, as follows: 

Amount owed to 
“ other holders ” 



Payment No. 


£ 


S. 


d. 


15 


.. 611 


18 


11 


16 , , . , 


. , 626 


7 


0 


17 


68 


19 


5 


18 


, . 788 


6 


0 


19 


, . 166 


15 


3 


Payments prior to 31/3/50 


.. 219 


16 


8 




2,482 


3 


3 



252. Some of the above outstanding interest is referable to holders changing 
their address without notification to the Company: “unclaimed debenture 
interest ” was shown in the September 1957 Balance Sheet at £457. The 
amount owing on payment No. 18 is worthy of note: the “other holders” 
at the time of this payment held £16,330 of the debentures, and the total pay- 
ment (4 years at 3%) would be £1,960. 

253. When he was examined in October 1959 Mr. Livingston asserted that 
the debenture holders were by then paid up to date. After the figures, sum- 
marised above, had been prepared early in I960 by the auditors, he wrote to 
me on 26th February 1960 as follows: “ The auditors . . . have now found in 
the course of their researches going back to 1940 that there is some debenture 
interest outstanding. We have the names and addresses and the amounts and 
this will be paid on Wednesday the 2nd March 1960 ”. If the payments have 
indeed been brought up to date, the numerous small holders of these debentures 
will have reason to be grateful that this investigation was ordered. 

254. Two postscripts should be added to the facts narrated in this Section. 
Firstly, one at least of the directors of Du Cane was uneasy over the payments 
situation. In a Board minute of 4th December 1952 the following is recorded: 
“ Mr. Griffin once again expressed concern at the delay in payment of interest 
to debenture holders, apart from General London and Urban Properties Ltd. 
He reiterated his opinion that all such holders should receive interest at 
approximately the same time. The Secretary repeated his statement that there 
were outstanding tax difficulties but agreed that arrangements for these pay- 
ments should be made immediately. 

255. Secondly, the auditors have indicated their opinion of the non-pari- 
passu payments to General London by debiting the amount of the payments 
to General London to Mr. Livingston’s loan account. I understand that the 
intention is that once all the payments are brought up to date and into line, 
the Company will reimburse these amounts to Mr. Livingston. 
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Section XV 

TRANSACTIONS IN DU CANE 4i% DEBENTURES 

256. The other series of Du Cane debentures, bearing 4|% interest, were 
issued to former shareholders of the Westminster Permanent Building Society 
in the circumstances dealt with in Section VI of this Report. These are repay- 
able at par on 1st December 1985; the indorsed conditions contain no provision 
as to prior redemption by drawings or otherwise. A minute of 5th February 
1953 records that the Company had by then sent out the debentures, and later 
in the same year Mrs. Hamilton commenced to make purchases of such 
debentures. I called for all the transfers of these debentures, and examination 
of those produced to me shows that very few sales for value were made to any 
other purchaser, and that her buying down to the end of 1958 was as follows: 



Year 


No. of 
transactions 


Nominal 
Value Bought 


Price Paid 






£ 


£ s. 


d. 


1953 


3 


1,070 


426 13 


0 


1954 


6 


1,225 


449 5 


0 


1955 


5 


490 


190 2 


0 


1956 


8 


2,440 


877 6 


9 


1957 


9 


1,750 


711 10 


0 


1958 


4 


750 


324 0 


0 


Total 


35 


7,725 


2,978 16 


9 



257. According to the records originally inspected by Mr. Deacon, Mrs. 
Hamilton acquired £515 of these debentures by issue to her as a shareholder 
of the Westminster Permanent Building Society, and had had redeemed at par 
£1,000 of the debentures in 1953, £500 in 1954 and £5,500 in 1958. The 
published accounts for 1953 and 1954 show the £500 redemption but not the 
£1,000 redemption; the accounts for 1958 have not yet been published. I give 
later my reasons for finding that only the £500 redemption was effective. At 
the time I examined Mr. Livingston, however, I was under the impression that 
all the redemptions had taken place. 

258. When I asked Mr. Livingston about these purchases and redemptions, 
he agreed that he made the purchases in his daughter’s name, and paid with 
his own cheque. “ Q. How did these sales to your daughter come about, how 
did they originate? A. They all arose from letters from various people to me; 
either through the Stock Exchange, or executors, or solicitors, or even private 
individuals. Q. Who wished to dispose of their holdings? A. "yes, that is 
right. Q. Did you say you were willing to buy them, or find someone to buy 
them, at around 40% ? A. I think I always told them to go and find their 
own purchaser, but if they did go through the Stock Exchange, then the Stock 
Exchange, with a good deal of circumambulating, came to me. Q. You, in 
fact, were the only market? A. Nobody else would buy them, I was the only 
market”. Mr. Livingston expressed surprise on being reminded that £500 of 
these debentures were redeemed in 1955, and when told that the holder whose 
debentures were redeemed was his daughter he said “ that is more surprising 
still”. He said he remembered a redemption of £5,500 in 1958, but said “I can- 
not remember exactly the purpose of why they were redeemed. No, I cannot 
remember why they were redeemed. It was one of those things that occur 
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in business life. ... I did not redeem them because I wanted the money, 
and Mrs. Hamilton did not redeem them because she wanted the money. 
There was no point in redeeming them”. 

259. Following these questions I put to Mr. Livingston the implication of 
the transactions. “ Q. Mr. Livingston, you know what bothers me. By virtue 
of your position as Secretary you are getting in contact with persons who have 
these debentures to sell? A, Yes. Q. And at the same time the Company 
are paying them off. Is it not your duty, if the Company thinks right to pay 
off debentures, to see that they pay them off at the price at wltioh people are 
willing to sell them? A. The Company has no money to do it. As you said 
just now, they were always under an overdraft. Q. But you see they did pay 
off £500 nominal in 1955. A. Did I not probably lend the money? I am 
not sure. ... I probably did. Q. They reduced their indebtedness to debenture 
holders by £500 at a cost of £500? A. And probably decreased the overdraft. 
Q. I am not following what you are saying. I should have thought that would 
increase the overdraft? A. It would increase the loan to me if I lent the 
Company money. Q. Are you saying that every time they paid off a debenture 
at par you lent an equivalent sum to the Company? A. No, not always; 
sometimes it was done on the overdraft, but the overdraft depended on me. 
Q. Are you saying you thought it was a fair way of remunerating you for what 
you had done for the Company? A. I have not been remunerated at all yet 
in anything like a fair manner”. 1 pointed out that if the Company had 
redeemed the £500 debentures at 40% it would have been £300 better off, but 
Mr. Livingston insisted that the Company had no money for redemptions: 
“ The Company never had it. I cannot really imagine where the Company 
got the money from, except going on its overdraft. Q. You refer to the over- 
draft and your guarantee of the overdraft? A. Yes, I have got a guarantee 
now. Q. If you are saying ‘ Well, this is a fair thing to do, because I was 
keeping the Company afloat’ so be it, but I want to know just what was behind 
this transaction. A. But I have been keeping the Company afloat since 1 950. . . . 
Q. I do want you to address your mind to this. You give me any explanation, 
or any further facts that you feel disposed to give. A. I have got no further- 
explanation, except that everything like this was done with the Directors’ 
knowledge. Q. But it resulted in the Company losing the difference between 
40 and 100? A. It might be, you know, that I would have insisted on the 
payment of fees and salaries to me instead. Q. Exactly. A. But I did not, 
I waived it. Q. Was there some agreement between you and the Company? 
A. No, I do not think there was. There was no agreement at all, everything 
had to be put on the table. Q. Of course, the fees and salary and so forth 
would not have been of great benefit to you if you were paying 18s. in the £ 
income tax? A. No, they would not, would they? Actually, it is 17s. 
Q. Whereas a capital gain of the 60%. ... A. Would have been very useful, 
yes”. 

260. That, I think, was Mr. Livingston’s moment of truth. The story of 
the purchase and redemption of both series of debentures, stripped of the 
evasions, concealments, and palpable untruths with which Mr. Livingston 
attempted to mask it, is clearly the story of a device for producing tax-free 
capital gains. 

261. It is right that I should add that I do not consider the price of 40% 
or thereabouts to be necessarily an improper price as between an ordinary 
vendor and purchaser. Unquoted long-term debentures in a company of 
this sort are not a readily saleable commodity, and the price, especially where, 
as in the case of the 6% issue, the interest payments are in arrear, must tend 
to be low. Executors, who form a large proportion of the vendors, may be 
under the necessity of selling; and an ordinary purchaser will be taking a risk 
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and will expect a commensurate return. The best evidence tliat the price was 
not wholly unreasonable is to be found in the fact that the vendors of Du Cane 
debentures include well-known banks and institutions, including the Public 
Trustee. The vice of the matter lies not so much in the price as in the fact 
that it is a price fixed by an officer of the company. 

262. Mr. Livingston informed me that, as in the case of the 6% issue (para. 
241), Mrs. Hamilton transferred her entire holding of these 41% debentures 
to Crettingham, and he subsequently produced a tran.sfer, dated 29th May 
1959, in respect of £1,655 debentures. Being unable to reconcile this amount 
with the other information in my possession, on 25lh March 1960 1 inspected 
the register of debentures, kept in the form of a ledger with a sheet for each 
holder, past or present. Mrs. Hamilton’s sheet firstly confirmed the issue to 
her initially of £515 of these debentures; it confirmed the purchases to the end 
of 1958 set out in the table in para. 256 above, together with a further purchase 
of a £5 debenture, for which no transfer had been produced; and it showed 
the purchase by her in 1959, prior to the final transfer by her to Crettingham, 
of a further £610 debentures (of which only £95 were among the transfers 
produced to me). It also showed the acquisition in December (no date) 1934 
of debentures Nos. 502 and 503 of £500 each; no transfer has been produced 
for these. Eleven months earlier, under date 11th January 1954, it recorded 
the redemption of five debentures, identified by number, totalling £1,000. 
Since this is the redemption omitted from the published accounts, I asked the 
auditors for their observations, and they replied “ It appears that the £1,000 
paid for debentures purported to be redeemed, was considered to be irregular 
and the £1,000 was therefore charged to Mr. W. Livingston’s account with 
the Company ”. This seems to indicate that Mr. Livingston withdrew £1,000 
from the Company as redemption money, but that the transaction was not 
approved by the auditors and was written back. If so, it accounts for the 
acquisition of debentures Nos. 502 and 503, they being issued to replace those 
improperly redeemed. 

263. The redemption of £500 debentures in the ensuing twelve months was, 
however, apparently considered proper and passed by the auditors; perhaps 
because it did not exceed the initial issue to Mrs. Hamilton. 

264. The register also shows the redemption of £5,500 debentures in 1958, 
but against this entry “ 6% ” has been written, and as at 17th September 1958 
a transfer from Mrs. Hamilton of numbered debentures to the value of £5,500 
is recorded. The cash book shows a payment of £5,500 to Mr. Livingston 
at that time, and the register shows that the £5,500 4J% debentures were in 
fact transferred to the ownership of Peterscrest Properties Limited, a company 
to be described in the next Section, and hereinafter called “ Peterscrest ”. 
These entries, coupled with the original information obtained by Mr. Deacon 
and with Mr. Livingston’s answers to my questions, lead me to the conclusion 
that Mr. Livingston took £5,500 cash out of the Company and again at first 
attributed the withdrawal to the redemption of 4i% debentures, but for some 
reason subsequently chose to redeem from the holding of 6% debentures 
instead. A likely reason for this switch from one series to the other was to 
avoid if possible the criticism that a profit had been made at the expense of 
the former shareholders of the Westminster Permanent Building Society. 
When examined, Mr. Livingston had either forgotten the switch or chose to 
confuse the issue by ignoring it (para. 258 above); it may be that ho appreciated 
the dilemma he was, in, in that transferring the £5,500 redemption to the 6% 
series exhausted the redemptions from the parcel bought from Central London 
and involved redemption of those subsequently purchased (para. 239 above). 

265. Mrs. Hamilton’s sheet in the register was closed by the transfer from 
her not only of the £1,655 debentures to Crettingham, in respect of which t had 
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seen the transfer, but also of a further £1,200 to Peterscrest. For this no 
transfer has been produced ; like the previous transfer to Peterscrest it is matched 
in amount by a contemporary cash withdrawal by Mr. Livingston and by a 
redemption of 6% debentures, so that once again there seems to have been 
hesitation in decision as to which series of debentures to redeem from. I should 
add that the fact that in the end the redemptions of £5,500 and £1,200 were 
from the 6% series is confirmed by Mr. Coates, the auditor. That the 41% 
series was originally chosen probably accounts for these redemptions being at 
par and not at £105%. (See Appendix 12.) 

266. Mr. Livingston’s purchases of the 4|% debentures are those now held 
in the names of Peterscrest and Crettingham. At the date of my inspection of 
the register (25th March 1960) the former company held the £6,700 comprised 
in the two transactions mentioned above, and the latter company had apparently 
been the instrument of further acquisitions from former holders: its first 
recorded purchase was on 16th May 1959 and by 25th March 1960 its holding 
was £3,345, so that £1,690 had been acquired beyond the £1,655 transferred 
from Mrs. Hamilton. The combined holding of these two nominee companies 
was £10,045. 



Section XVI 

PETERSCREST DEBENTURES 

266. When my appointment to conduct this investigation was announced 
I received complaints from present and former tenants of flats at Du Cane 
Court that they had been required, when granted a lease of their flat, to purchase 
debentures in Peterscrest Properties Limited, the company mentioned in the 
preceding Section. This is a private company with an authorised and issued 
share capital of 10,000 shares of £1 each. It is a property-owning company. 
The directors are Mr. S. C. S. Henley and Mr. J. D. S. Henley, and the Secretary 
is Mr. Livingston. Its registered office is at I Manchester Square. The 
principal shareholding, a block of 7,300 shares, was returned in 1952 as held 
by Miss Sheila Henley, a daughter of Mr. S. C. S. Henley. In the 1953 return 
this was stated to have been transferred to Du Cane (no date of transfer given). 
In the 1954 return the block is again held by Sheila Henley (no transfer 
mentioned), who continued to figure as the majority shareholder until the 
1959 return, where the owner is given as Crettingham; no transfer from Miss 
Henley is mentioned. 

267. Upon his examination I asked Mr. Henley about these complaints. 
He said that intending tenants of Du Cane Court were at one time invited 
to take up debentures in Peterscrest, but that the practice had ceased. He 
added “ they were not told to, there was no obligation at all. At the time 
it was merely a matter that they could take up debentures, and they possibly 
had an interest in the Peterscrest company, but there was no compulsion or 
anything of that sort”. 

268. Mr. Livingston had a somewhat different account; “ The position with 
tenants in a block of flats like that is that we got these debentures issued more 
as a guarantee for any case of dilapidations that might happen or loss of rent. 
They might have been insisted upon as premiums if we had wanted them, 
except that premiums are not possible and we never considered them as 
premiums. ... We took them as security for dilapidations and loss of rent 
at the end of the term. As a matter of fact there have been cases where tenants 
have been in who have had these debentures, and they have gone out, we have 
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made a survey and found that they have had no dilapidations and no rent 
owing, and they have had their money back. 1 have bought them. Q, At 
what price? A. At par”. He added that he bought them in his daughter’s 
name. Asked how the security was realized, in a case of dilapidations, he 
said it would be a matter for arrangement. “ Q. Has it happened? A. No. 
Q. Never? A. Never. We have got no bad debt at all”. 

269. Mr. Livingston said that the debentures paid 3% interest, and that 
interest was regularly paid. I pointed out that while Du Cane was inducing 
its tenants to subscribe on these terms to Petersorest, Du Cane itself was borrow- 
ing from its bank on overdraft at a higher rate of interest: the witness replied 
that Du Cane could not borrow from its own tenants because this would have 
been an illegal premium under the Rent Acts. I asked what the procedure 
was when a prospective tenant was interviewed, and he said they invariably 
made application, not on a form, but in a letter. No prospectus was issued. 
He sometimes helped them with the phrasing of the letter of application. 
Such application was made when many tenants took flats but not in all cases. 

270. Prior to Mr. Livingston’s examination, 1 had asked Mr. Deacon to 
inspect the register of debentures kept by Peterscrcst, but Mr, Livingston had 
refused to permit inspection on the ground that it was not relevant to my 
investigation, 1 took the view that 1 was entitled to investigate what happened 
to money raised by Du Cane from its tenants; moreover any member of the 
public is entitled to inspect such a register under s.87 of the Act. Mr, Living- 
ston subsequently permitted inspection, and produced two bound books, one 
containing particulars of 21 debentures issued between the 3rd Juno and 26th 
August 1952, the other containing particulars of 189 debentures issued thence- 
forth down to May 1959. These registers were wholly entered in. Mr. Living- 
ston’s handwriting. A number of debentures were shown as owned by Mrs. 
Hamilton, who was the transferee on purchases by Mr. Livingston from former 
tenants, but in no such case was there any entry relating to the former owner. 
It was clear that these were not contemporary registers, that they had been 
re-written comparatively recently, and that the effect of the re-writing was to 
remove any reference to the name and address of any former owner of 
debentures, including those purchased by Mr. Livingston in his daughter’s 
name. 

271. These registers showed a total issue of £49,750, of which £21,450 were 
held by persons with addresses in Du Cane Court. £5,700 wa,s shown as held 
by Mrs. Hamilton. The addresses of the other holders included some premises 
owned by General London, and others owned by Mr. and Mrs. Hamilton and 
Mr. Livingston, including those mortgaged to Du Cane as successor to the 
Westminster Permanent Building Society. For example, between 20th August 
1954 and 24th May 1957 £2,475 of these debentures are shown as issued to 
nine persons with addresses at The Grove. It is worth noting that, according 
to the Registers, tenants of Du Cane had lent £5,000 to Petersorest by the 
date of the purchase of Eton Court, and had lent £10,850 by the end of 1954, 
when Du Cane was said to be so financially pressed that the unissued shares 
had to be allotted at par. Du Cane did borrow £3,000 from Petersorest on 
1st December 1954 but this was wholly repaid by 7th July 1955. The total 
issue shown on these registers is to be compared with the total of £61,775 
debentures issued according to the returns made to the Registrar of Companies. 
These returns also show that debenture issues of £10,000 each were authorised 
on 26th July 1950 and 2nd May 1951, as well as an issue of another £10,000 
on 3rd June 1952, the day when the re-written debenture registers commence. 
It is clear that not all the registers have been produced. 

272. I questioned Mr. Livingston about these registers on his last exam- 
ination on 3rd February 1960. He agreed that he had re-written the entire 
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registers, and when asked why said “ Well, these debentures started in 1950 
or thereabouts. During that time there were many changes, the register got 
all messed up, and periodically I do the same thing with everything that needs 
putting right”. He could not, he said, remember when he had re-written them, 
but thought “ it was last year some time”, i.e., 1959. He said he had destroyed 
the old registers. 

273. Having regard to the transactions in Du Cane debentures, t wished 
to verify Mr. Livingston’s assertion that he had bought these debentures at par. 
As the re-writing of the registers prevented the tracing of individual transactions 
I asked Mr. Livingston to produce the transfers of debentures to his daughter. 
This he promised to do. The promise was first given on 12th January 1960 
when I visited his ofSce to see the registers for myself. It was repeated in a 
subsequent telephone conversation, when he added that in some cases there 
were no transfers but only an indorsement on the debenture themselves, in 
which case he promised to produce the debentures. It was again repeated at 
the examination of 3rd February I960, when he indicated that he had the 
debentures and transfers at his home but had not had time to look them out. 
However on 23rd March 1960 he wrote “ I respectfully draw your attention 
to Section 166 of the Companies Act, 1948, from which it would appear that 
Peterscrest Properties not having been at any time connected with or a sub- 
sidiary either of General London and Urban Properties or Du Cane Court 
Ltd., does not come within the ambit of your enquiry”. 

274. In these circumstances I have been unable to trace any individual 
transaction in Peterscrest debentures in order to see whether, in the case of 
debentures issued to tenants of the companies whose affairs I am investigating, 
the purchases by Mrs, Hamilton followed the same price pattern as in the 
case of the Du Cane debentures. I have no authority to investigate generally 
the affairs of Peterscrest, nor have I the means at my disposal to trace former 
tenants in order to ascertain the facts. Mr. Livingston’s statements on oath 
have on a number of occasions in this inquiry turned out to be misleading, 
and I cannot accept his statement that he bought at par as conclusive evidence 
to that effect, particularly when viewed in the light of his recent re-writing 
of the entire registers; it is difficult to accept that this elderly gentleman re-wrote 
in his own hand some 200 entries merely because the contemporary register 
had got “ messed up ”. I must therefore leave this aspect of the matter at 
this point, but in my view further inquiry is called for. 



Section XVII 
CONCLUSION 

275. Within recent weeks the ownership of General London has changed. 
In consequence of offers made to shareholders a majority shareholding has 
been acquired, through subsidiaries, by Central and District Properties Limited 
of Berkeley Square House, W.l. The new owners announced on 30th March 
1960 that they held more than 90% of each class of shares, and they inform 
me that they intend in due course to make use of the procedure laid down by 
section 209 of the Act with a view to acquiring the remaining shares. At a 
Board meeting held on 12th April 1960 Mr. Henley and Mr. Hamilton resigned 
as directors and were replaced by Mr. J. B. Rubens (Chairman) and Mr. B. 
Shine. Mr. J. D. P. Collett was appointed an additional director. Of the 
former Board only Mr. Cole remained in office. The registered office of the 
Company was transferred to Berkeley Square House, and on 19th April 1960 
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Mr. F. W. Birks was appointed Secretary in the place of Mr. Livingston. 
Meanwhile proceedings have been commenced in the Chancery Division of the 
High Court claiming divers declarations and injunctions against Du Cane, 
Mr. Henley, Mr. Hamilton, Mr. Livingston and Mrs. Hamilton. Genera! 
London was made a defendant when the writ was issued but I understand 
that, following the change in ownership, General London will become a 
plaintiff in the action. As mentioned in para. 8 a above, this Report, when 
speaking of matters in the present tense, refers to the period immediately 
before these changes. 

276. The recent events relieve me from any necessity to express ray views 
upon many of the facts which this investigation has uncovered. Moreover 
an investigation of this sort is primarily a fact-finding process, and while 
I think it right to add my observations upon some of the facts, I do not conceive 
it to be my duty to give a legal opinion upon many matters which plainly emerge 
and depend upon the law applicable in the circumstances. In the forefront 
of such matters is the question whether the allotment of the then unissued 
shares of Du Cane to Mrs. Hamilton in December 1954 can be impugned and 
whether in consequence Du Cane is still a subsidiary of General London. 
If I had had to bear in mind the interests of the body of shareholders of General 
London as against the management of their Company, the case might have 
been different, but now that the Company is virtually under a single ownership 
and now that that owner is in control of management and well able to look 
after itself, no useful purpose would be served in putting interpretations, legal 
or factual, upon many of the subjects explored in this Report. 

277. However it would not be right to withhold the following general views 
which I have found. Firstly, it is evident that the matters discussed herein all 
revolve round the personality of Mr. William Livingston. His is a strong and 
persuasive personality and I have no doubt that ho was in almost complete 
control of General London. My views on his reliability as a witness have 
emerged in this Report and I prefer to say no more on this topic than that 
sufficient extracts from his examination have been reproduced to enable the 
correctness of my view to be assessed. Mr. Henley, Chairman of the Com- 
panies, knew little of the details of their affairs, and in effect did what he was 
told by his son-in-law. Because of this I have not taken the trouble, beyond 
writing letters which he has not answered, to follow up Mr. Henley’s failure 
to give the further information which he promised when examined. 

278. .In fairness to the late Mr. W. F. Griffin I think it right to say that 
I have detected signs that he exercised a restraining influence upon some of 
the transactions which he disapproved of. Mr. Griffin was a retired public- 
school housemaster and was 71 when he died in 1958. As an amateur in the 
world of finance he was perhaps ill equipped to control a Company Secretary 
of strong personality, but the minutes reproduced in para. 254 and the matters 
recorded in para. 131 indicate that he was not without influence; while in my 
view significance attaches to the fact that pains were taken so to phrase a 
number of minutes as to associate Mr. Griffin with many of the transactions 
into which I have inquired. In a number of instances (e.g., see paras. 55, 
135, 195 and 218) there have been changes of plan which may also indicate 
the effect of opposition in the Board Room. 

279. The present auditors have also clearly exercised some moderating in- 
fluence upon unusual transactions. Reference has been made in paras. 70 
and 255 to the writing back to Mr. Livingston’s account of amounts originally 
otherwise attributed, and I am happy to record that I have received full assistance 
both from Mr. Hyams of Goodman Jones & Co., and from Mr. Coates of 
Richard Coates & Co. 
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280. The major theme of this investigation has been the association of 
Du Cane with Generai London. Mr. Livingston can rightly say that for its 
investment of £34,995 in 1950, General London has received a gross income 
of £41,688 in 8 1 years (para. 74). He can also rightly say that he has worked 
without salary for General London. However, he is clearly a gentleman who, 
in common with many others, dislikes paying income tax and surtax, and 
prefers so to arrange his aifairs that capital gains from time to time accrue. 
Du Cane must have greatly appreciated in value first with the prospect and then 
with the passing of the Rent Act, 1957, and therein lies Mr. Livingston’s 
prospective reward as majority shareholder and person in control of Du Cane. 
Whether the transfer of Eton Court is another example of this process depends 
upon its valuation: para. 130. The vice of the matter lies in an officer and 
virtual controller of a public company carrying on personally a parallel business 
of the same kind and engaging in transactions between the two. With the 
best will in the world he must be acting as judge in his own cause. 

281. The minor theme emerging from this investigation is the relatively 
defenceless position of a minority holder of unquoted debentures. The Du 
Cane 6% debentures seem to have been owned in small holdings by a large 
number of persons. Individual action by one of these to protect his rights 
would have been prohibitively expensive. The history of these debentures as 
to redemptions, payment arrears, circulars and purchases may be thought to 
merit scrutiny with a view to seeing whether the existing law affords sufficient 
protection to such holders, 

282. Rather different considerations affect the treatment of the 4J% 
debenture holders, the former shareholders of the Westminster Permanent 
Building Society. I repeat that I have no authority to investigate, nor have 
r investigated, the affairs of this Society; but examination of the assets and 
liabilities as taken over by Du Cane clearly shows that, unless the Society had 
invested its moneys so imprudently that the mortgage security was insufficient 
to cover the mortgage debts, those shareholders on liquidation of their Society 
would have received more than 20/- in the £ invested, whereas those who have 
had to sell their debentures have ordinarily received 8/- in the £ or thereabouts. 

283. Yet another use to which such debentures may be put is illustrated in 
the issue of Peterscrest debentures to tenants of the companies under in- 
vestigation. These loans clearly partake of the nature of premiums. I do 
not propose to discuss the law as to illegal premiums upon the letting of Rent 
Act controlled premises, save to note that in its application to the facts of this 
case it was altered by section 14 of the Rent Act, 1957, and elucidated by the 
House of Lords in Elmdene Estates Ltd. v. White (1960) 2 W.L.R. 359. On 
the footing that they were legal premiums, the loans so raised represent con- 
siderable benefits conferred by General London, Du Cane, and Grove Estates, 
on private interests. The only discernible direct benefit to these companies 
was the temporary loan from Peterscrest to Du Cane mentioned in paragraph 
271 above. It may perhaps be asserted that such benefits to outside interests, 
like those stemming from the redemption of the Du Carte debentures, afford 
no more than a fair recompense for work done gratuitously by the Secretary, 
or at a low remuneration by the former Directors, on behalf of the shareholders 
of General London; indeed such an assertion seems implicit in Mr. Livingston’s 
answer, when dealing with debenture redemptions, that “ it might be, you 
know, that I would have insisted on the payment of fees and salaries to me 
instead.” Here again, and apart from any legal considerations of the fiduciary 
position of Directors and officers of a company, the vice of the matter lies 
in the control of such indirect forms of remuneration being exercised by those 
who are to benefit thereby, exercised moreover without any sufficient disclosure 
to the shareholders. 
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284. In the light of the changed ownership of General London and of the 
pending litigation I propose to permit myself no further observations upon the 
facts set out in the body of this Report. These facts have taken a long time 
to ascertain ; some of the reasons for the passage of so much time will have 
become evident from the narrative of my inquiries, particularly those set out 
in Sections III and XIII. 

E. S. Fay. 

3 Paper Buildings, 

Temple, 

London, E.C.4. 

5th May, I960. 



78 



Printed image digitised by the University of Southampton Library Digitisation Unit 



d 

% 



u 

Oh 

Ph 







79 

Printed ifriage digitised by the University of Southampton Library Digitisation Unit 



<N 

6 

Iz: 

X 

5 

% 

(U 

Ph 

< 



s < 



Year ending 
30lh September, 1958 
£ £ 

216 

5,042 

5,258 

3,105 3,105 


£2,153 


Eighteen bfonths 
ending 

30/A September, 1957 
£ £ 

58 

6,301 

66 

6,425 

6,209 6,209 


£216 


Year ending 
31j/ March, 1956 
£ £ 

1,484 

4,784 

6,268 

6,210 6.210 


£58 


Year ending 
3lst March, 1955 
£ £ 

2,536 

4,888 

7,424 ■ 

5,940 5,940 


£1,484 

! 


Eighteen Months 
ending 

31st March, 1954 
£ £ 

428 

8,172 

4,678 

13,278 

1,967 

8,775 10,742 


£2,536 


Particulars 

Balance of Unappropriated Profits at the commenc^eat of the 
period . . . . ■ 

Add: Net Profit for the period onder review (Appendix No. I) . . 

Over-provision for taxation to 1955/6, now tvritten back . . 

Arrears of Debenttne Inter^t received during the period 
from Du Cane Court Limited (Net) 

Together . . 

Deduct: Tax under-provided in previous year 

Dividends paid on 6 % Cumulative Preference Shares (Net) 

Balance of Unappropriated Profits at the end of the period 
(Appmdiz No. 3) . . 
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Appendix No, 4 



Copy Minutes of Directors’ Meeting of Du Cane Court Ltd- 
on 1st June, 1950 



1st June 1950. 

Meeting at Unilever House at 2.30 p.m. 

Present; S. C. S. Henley, L. H. Freeman, W. Livingston; 
Mr. R. Colville-Wallis joined the meeting at 3 p.m. 



1. Reported that the Receiver had been removed by the Debenture Holders. 

2. The transfers of Debentures in the sum of £125,630 to R. Colville-Wallis were 
produced for registration and their registration approved. It was confirmed that the 
purchase was by way of redemption by Mr. Colville-Wallis on behalf of the Company 
and payment of the amount required to purchase the Debentures was authorised to 
be made to Mr. Colville-Wallis by way of redemption. 

3. It was resolved that the mortgages to Union Pensions Trust Ltd. and Investment 
& First Mortgage Trust Co. Ltd. be repaid and that a new mortgage in favour of the 
Legal & General Assurance Society Ltd. for £315,000 be completed and it was resolved 
that the Seal of the Company be aflixed to the new mortgage. 

4. It was resolved that a sufficient sum be borrowed from Mr. Livingston to meet 
the balance required, such sum being up to £12,000, to be repaid out of the balanees 
in the hands of the Receiver. 



5. The Board resolved to redeem a further £5,250 Debentures which with 7 years’ 
arrears of Interest and Premium on redemption would involve a sum of £6,725 after 
deduction of Tax. 



6. Resolved that at least £2,000 of the Debentures be redeemed each year at such 
times as the Company has funds for this purpose, but preferably half-yearly, from 
the Debentures held by Mr. Livingston and his associates, beginning the 1st December 
1950 and from other holders by tender. 



7. Resolved that on a request made by Mr. Livingston at any time in the future, 
the unissued shares be issued to Mr. Livingston in consideration of his services inter 
alia, the 2 years’ negotiation with the Receiver, Mr. Clarke; the arrangements with 
the Surveyors; the negotiations with Messrs. Neale & Co., Solicitors; the negotiations 
with the Mortgagors the Legal & General Assurance Co. Ltd.; the loan by Mr. 
Livingston of £12,000 in accordance with para. 4, and the negotiations with numerous 
proposed Mortgagees and Building Societies. 



8. Resolved that the Central London Property Trust be appointed Managers at 
a fee of £1,500 per annum. 



(Signed) S. C. S. Henley. 



(Signed) R. Colville-Wallis. 
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Du Cane Court Limited 
Detailed Profit and Loss Acconnts 
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Du Cane Court Limited 
Profit and Loss Appropriation Accotmfs 
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Appendix No. 8 



Secretary’s Service Agreement with General London 
Dated 6th December 1951 

THIS AGREEMENT IS made the 6th day of December One thousand nine 
hundred and fifty-one between GENERAL LONDON & URBAN PROPERTIES 
LIMITED whose registered office is situated at 1 Manchester Square, W.l, in the 
County of London (hereinafter called “ the Company ”) which expression shall 
include any Receiver Liquidator or any other person firm or company standing and 
acting in the name of the Company of the one part and WILLIAM LIVINGSTON 
of 1 Manchester Square, W.l (hereinafter called the “ Secretary ” and “ Manager ”) 
of the other part. 

WHEREAS IT HAS BEEN AGREED by resolution of the Board of Directors ot 
the Company on the Eighth day of November One thousand nine hundred and fifty- 
one between the parties hereto that the Secretary and Manager shall be employed 
as such for a period of fourteen years commencing on the first day of November 
One thousand nine hundred and fifty-one. 

In consideration of the cancellation of the former Agreement and other agreed matters 
between the parties. 

NOW IT IS HEREBY AGREED AS FOLLOWS : 

1. The Secretary and Manager shall serve the Company as Secretary and Manager 
and the Company shall employ the Secretary and Manager as such upon the terms 
and subject to the conditions hereinafter contained until the 31st October 1965. 

2. The duties of the Secretary and Manager shall include all ordinary duties per- 
formed by persons holding such office in the case of a Company carrying on business 
similar to that being carried on by the Company. 

3. During the continuance of this Agreement the Secretary and Manager shall devote 
to the duties of his office such of his time and attention as shall be necessary for the 
proper performance of his duties. 

4. The Secretary and Manager shall exercise and perfonn such of the powers and 
duties of the Board of Directors as the Board shall from time to time delegate to him 
and he shall comply with all such reasonable and lawful instructions as may from 
time to time be given to him or made by the Board of Directors of the Company 
and shall at all times give to the said Board all such explanations information or 
assistance that they may reasonably require. 

5. The Secretary and Manager shall be entitled by way of remuneration for his services 
to a salary at the rate of £2,000 (Two thousand pounds) per annum as from the 1st 
September 1951 but it is expressly agreed that such salary shall not be paid nor shall 
the Secretary and Manager require it to be paid except in the circumstances hereinafter 
appearing. 

(a) If the Company should enter into voluntary or compulsory liquidation or 
if a petition is presented for the purpose of liquidating the Company or a petition 
is presented for the purpose of appointing a Receiver by anyone entitled to do 
so (whether or not any one of these petitions should be granted) or if the 
management of the Company is taken over by anyone other than the present 
Manager and Secretary. 

(b) The Directors of the Company be replaced by any other Board of Directors 
under whom the Secretary and Manager shall be unwilling to serve and his 
statement to this effect shall be conclusive. 

(c) The period fixed by this Agreement shall cease by effiuxion of time that is 
to say on the 31st October 1965. 

It is expressly agreed that in the event of any one of the above (a) (b) (c) occurring 
the full amount of £28,000 (Twenty-eight thousand pounds) shall be immediately due 
and payable as a debt and not a penalty. 
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6. The Company shall by notice in writing have power to terminate this Agreement 
if the Secretary and Manager shall 

(d) become bankrupt or make any composition or arrangement with his creditors. 

(e) If he become insane. 

7. If for any reason other than those set out in the preceding paragraphs the Board 
of Directors for the time being or any Meeting of Members of the Company in 
Ordinary or Extraordinary General Meeting shall purport to determine and end this 
agreement the Secretary and Manager shall become entitled to immediately and the 
Company shall pay the whole of the amount of £28,000 (Twenty-eight thousand 
pounds) representing the total value of this Agreement and it is hereby expressly 
agreed and declared as a debt. 

8. Any notice to be given hereunder shall be given in writing delivered personally 
or sent by registered post addressed in the case of the Company to its Registered 
office and in the case of the Secretary and Manager to the last known place of residence. 

IN WITNESS WHEREOF the Company has caused its seal to be affixed and the 
Secretary and Manager has set his hand and seal the day and year lirst above written. 

The Common Seal of The General London and Urban 
Properties Limited has been affixed hereto in the 
presence of : 

(Signed) S. C. S. Henley, Director. 

(Signed) R. Colville-Walus, Director. 

Signed sealed and delivered by the above named 



William Livingston in the presence of: 
G. B. Ashton. 
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Appendix No. 9 



Secretary’s Service Agreement with General London 
Dated I4th April 1959 

this agreement is made the 14th day of April One thousand nine hundred 
and fifty-nine BETWEEN GENERAL LONDON & URBAN PROPERTIES 
limited whose Registered Ofiice is situate at 1 Manchester Square, W.l, in the 
County of London (hereinafter called “ the Company ”) which expression shall 
include any Receiver Liquidator or other person firm or company acting for or in 
the name of the Company of the one part and WILLIAM LIVINGSTON of 
1 Manchester Square in the said County (hereinafter called “ the Secretary and 
Manager ”) of the other part. 

WHEREAS since the 1st November 1951 the Secretary and Manager has been 
employed by and has served the Company as aforesaid under the terms of an 
Agreement under seal made between the parties hereto on the 6th December 1951 
(hereinafter called “ the former Agreement ”) which provides for such employment 
and service upon the terms and subject to the conditions therein contained until 
31st October 1965. 

AND WHEREAS it has been agreed between the parties hereto and recorded in a 
Resolution of the Board of Directors of the Company passed on 14th April 1959. 

(a) That the Secretary and Manager shall be employed by the Company as such 
for a period of 5 years commencing on 14th April 1959 upon the terms and 
subject to the conditions hereinafter contained 

(b) that upon the execution of this Agreement the former Agreement shall come 
to an end and 

(c) that there is now owing by the Company to the Secretary and Manager under 
the terms of the former Agreement the sum of Fourteen thousand five hundred 
pounds (£14,500). 

NOW IT IS HEREBY AGREED AS FOLLOWS: 

1 The Secretary and Manager shall serve the Company as Secretary and Manager 

as such upon the terms and subject to the conditions hereinafter contained until the 
13th April 1964. 

2 The duties of the Secretary and Manager shall include all the duties ordinarily 

performed by a person holding such office in a property and investment company as 
the same have in the past been carried out by the Secretary and Manager. 

3 During the continuance of this Agreement the Secretary and Manager shall 

devote to the duties of his Office such of his time and attention as shall be reasonably 
necessary for the proper performance of his duties. 

4. . . . The Secretary and Manager shall exercise and perform such of the powers 
and duties of the Board of Directors of the Company as the Board shall from time 
to time delegate to him and he shall comply with all such reasonable and lawful 
instructions as may from time to time be given to him by the Board of Directors of 
the Company and shall at all times give to the said Board all such explanations and 
information or assistance that they may reasonably require. 

5 The Secretary and Manager shall be entitled to receive from the Company by 

way of remuneration for his services a salary at the rate of £2,(XK) (Two thousand 
pounds) per annum (and proportionately for any part of a year) from the I4th April 
1959 but such salary shall not be actually paid nor shall the Secretary and Manager 
require it to be paid except in the circumstances hereinafter set forth. 

6 The Secretary and Manager shall be entitled to determine the said employmrat 

forthwith by notice in writing to the Company upon the happening of any of the 
following events; 

(a) If the Company shall enter into voluntary or compulsory liquidation or if a 
petition is presented for the purpose of winding up the Company or it a 
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Receiver is appointed in respect of any property or assets of the Company 
or if the management of Company is taken out of the hands of the Secretary 
and Manager or if any other person is appointed by the Company to be the 
Secretary or Manager thereof (whatever title or description may be given to 
such other person). 

(b) If any Director shall be appointed to the Board of the Company (whether 
in addition to or in substitution for any of the present Directors) under whom 
the Secretary and Manager is unwilling to serve and as to which a statement 
in writing by the Secretary and Manager to that effect shall be conclusive. 

7. . . . The Company shall be entitled to determine the said employment forthwith 
by notice in writing to the Secretary and Manager upon the happening of any of the 
following events: 

(a) If the Secretary and Manager shall become bankrupt or if he shall make 
any composition or arrangement with his creditors generally under which 
they receive less than the full amount of his indebtedness to them. 

(b) If the Secretary and Manager shall become insane or permanently unfit to 
perform his said duties by reason of bodily infirmity. 

8. . .. In the event of the said employment being lawfully determined by tlie Secretary 
and Manager under Clause 6 hereof or by the Company under Clause 7 hereof or 
in the event of the said employment expiring by effluxion of time on 13th April 1964 
the Company shall forthwith pay to the Secretary and Manager the following sums 
of money : 

(a) the sum of £14,500 now owing by the Company to the Secretary and Manager 
under the terms of the former Agreement. 

(b) the accrued salary then owing to the Secretary and Manager under Clause 5 
hereof. 

(c) save where the said employment expires by effluxion of time the further sum 
of £1,500 for each year (and proportionately for any part of a year) of the 
said employment which remains unexpired at the date of such determination. 

9. . .. In the event of the said employment being determined by the Company other- 
wise than under Clause 7 hereof for whatever reason the Company shall forthwith 
pay to the Secretary and Manager the following sums of money: 

(a) the sum of £14,500 now owing by the Company to the Secretary and Manager 
under the terms of the former Agreement. 

(b) the accrued salary then owing to the Secretary and Manager under Clause 5 
hereof. 

(c) the further sum of £1,750 for each year (and proportionately for any part of a 
year) of the said employment which remains unexpired at the date of such 
determination. 

10. . . . In the event of the said employment being determined by the Secretary and 
Manager otherwise than under Clause 6 hereof for whatever reason the Company 
shall forthwith pay to the Secretary and Manager the following sums of money: 

(a) the sum of £14,500 now owing by the Company to the Secretary and Manager 
under the terms of the former Agreement. 

(b) the accrued salary then owing to the Secretary and Manager under Clause 5 
hereof. 

(c) the further sum of £1,250 for each year (and proportionately for any part of a 
year) of the said employment which remains unexpired at the date of such 
determination. 

11. . .. In the event of the death of the Secretary and Manager during the currency 
of the said employment the Company shall forthwitli pay to his executors adminis- 
trators or assigns the following sums of money: 

(a) the sum of £14,500 now owing by the Company to the Secretary aird Manager 
under the terms of the former Agreement. 

(b) the accrued salary then owing to the Secretary and Manager under Clause 5 
hereof. 
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12 It is hereby agreed and declared: 

(a) That none of the sums aforesaid is or is intended to be in the nature of a 
penalty imposed upon the Company but the same are and are intended to 
be recoverable as debts payable by the Company in the events aforesaid. 

(b) that such of the said sums as become due and payable by the Company shall 
be paid without any deduction whatsoever save that if (notwithstanding the 
provisions of Clause 5 hereof) the Company does after the date hereof pay 
to the Secretary and Manager any sums on account of his said salary or on 
account of the said sum of £14,500 the Company shall be entitled to deduct 
such sum or sums from the amount due and payable by the Company as 
aforesaid. 

(c) that if any Income Tax is properly payable in respect of any of the sums 
which become due and payable by the Company as aforesaid (or upon any 
grossed up sums represented thereby or calculated therefrom) such Income 
Tax shall be borne by the Company and shall be paid by the Company direct 
to the Revenue Authorities. 

13. . . . Any notice to be given hereunder shall be given in writing delivered personally 
or sent by registered post addressed in the case of the Company to its registered office 
and in the case of the Secretary and Manager to the last known place of residence. 

IN WITNESS WHEREOF THE COMPANY has caused its seal to be affixed and 
the Secretary and Manager has set his hand and seal the day and year first above 
written. 

Signed sealed and delivered by the said THE COMMON SEAL OF GENERAL 
William Livingston in the presence of: LONDON & URBAN PROPERTIES 

LTD. was hereunto affixed in the presence 
of: 



(Signed) S. C. S. Henley, 
(Signed) W. Livingston. 
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Appendix No. lo 



Secretary’s Service Agreement with Du Cane 
Dated 25th July 1957 



THIS AGREEMENT is made the 25th day of July One thou.?and nine hundred 
and fifty-seven between DU CANE COURT LIMITED whose Registered Office is 
situated at 1 Manchester Square, W.l, in the County of London (hereinafter called 
the Secretary and Manager) of the other part, [to para. 95.] 



WHEREAS it has been agreed by resolution of the Board of Directors of the Company 
on the Twenty-fifth day of July One thousand nine hundred and fifty-seven between 
the parties hereto that the Secretary and Manager shall be employed as such for a 
period of TWENTY YEARS commencing on the Twenty-fifth day of July One 
thousand nine hundred and fifty-seven. 



In consideration of the Secretary and Manager having acted in such capacity since 
the First day of July One thousand nine hundred and fifty without any remuneration 
or salary and in addition has loaned to the Company various sums of money 



NOW IT IS HEREBY AGREED as follows: 

1 The Secretary and Manager shall serve the Company as Secretary and Manager 
and the Company shall employ the Secretary and Manager as such upon the terms 
and subject to the conditions hereinafter contained until the 25th July 1977. 

2 The duties of the Secretary and Manager shall include all ordinary duties per- 
formed by persons holding such office in the case of a Company carrying on business 
similar to that being carried on by the Company. 

3 During the continuance of this Agreement the Secretary and Manager shall devote 
to the duties of his office such of his time and attention as shall be necessary for the 
proper performance of his duties. 

4. The Secretary and Manager shall exercise and perform such of the powers and 
duties of the Board of Directors as the Board shall from time to time delegate to 
him and he shall comply with all such reasonable and lawful instructions as may 
from time to time be given to him or made by the Board of Directors of the Company 
and shall at all times give to the said Board all such explanations information or 
assistance that they may reasonably require. 

5. The Secretary and Manager shall be entitled by way of remuneration for his services 
to a salary at the rate of £2, (XX) (Two thousand pounds) per annum as from the 
1st September 1951 but it is expressly agreed that such salary shall not be paid nor 
shall the Secretary and Manager require it to be paid except in the circumstances 
hereinafter appearing. 

(a) If the Company should enter into voluntary or oornpulsory liquidation or 
if a petition is presented for the purpose of liquidating the Company or a 
petition is presented for the purpose of appointing a Receiver by anyone 
entitled to do so (whether or not any one of these petitions should be granted) 
or if the management of the Company is taken over by anyone other than 
the present Manager and Secretary. 

(b) The Directors of the Company be replaced by any other Board of Directors 
under whom the Secretary and Manager shall be unwilling to serve and his 
statement to this effect shall be conclusive. 

(c) The period fixed by this Agreement shall cease by effluxion of time that is 
to say on the 31st October 1965. 

It is expressly agreed that in the event of any one of the above (a) (b) (c) occurring 
the full amount of £28,000 (Twenty-eight thousand pounds) shall be immediately due 
and payable as a debt and not a penalty. 
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, rnjjj Company shall by notice in writing have power to terminate this Agreement 
if the Secretary and Manager shall 

(d) become bankrupt or make any composition or arrangement with his creditors. 

(e) If he becomes insane. 

n Tf for any reason other than those set out in the preceding paragraphs the Board 
nf Directors for the time being or any Meeting of Members of the Company m 
Ordinary or Extraordinary General Meeting shall purport to determine. 



8 Anv notice to be given hereunder shall be given in writing delivered personally 
«nt bv registered post addressed in the case of the Company to its Registered 
Office and in the case of the Secretary and Manager to his last known place of residence. 



IN WITNESS WHEREOF the Company has caused its seal to be affixed and the 
teretary and Manager has set his hand and seal the day and year first written above. 



The Common Seal of Du Cane Court Limited has been 
hereto affixed in the presence of; 



Signed) W. F. Griffin, Director. 

S. C. S. Henley, Director. 
W. LmNOSTON, Secretary. 



SIGNED SEALED AND DELIVERED BY THE 

above named Wifiiam Lmngston in the presence of; ^ livinGSTON. 
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Appendix No. 1] 



Vai-uations of Du Cane Shares made in December 1955 

1 Letter dated 21st December 1955 from Goodman Jones & Co., Chartered 
■ Accountants of 77 Portland Place, W.l. 

The Directors, t 

General London & Urban Properties Ltd., 

1 Manchester Square, 

London, W.l. 

Dear Sirs, Court Limited 

With reference to our telephone conversation, if the property Du Cane 
Court were to be valued at £415,000 then in our opinion the value of the 
shares of Du Cane Court Limited would be worth approximately par value. 

Yours faithfully, 

Goodman Jones & Co. 



2. Letter dated 22nd December 1955 from Richard Coates & Co., Chartered 
' Accountants, 245 Oxford Street, W.l. 



W. Livingston, Esq., 

SccrctB,ryj 

General London & Urban Properties Ltd., 
1 Manchester Square, 

London, W.L 



Dear Mr. Livingston, 

With reference to your letter dated 21st instant enquiring our opinion as 
to the value of 230,500 fully paid 1/- Ordinary Shares held in Du Cane Court 
Ltd. by General London & Urban Propertic.s Ltd., wo have to say that, in 
our opinion, these shares, on the information supplied to us at the present 
moment, have no value. , , ,, r „ ■ 

In arriving at this conclusion, we have had regard to the following 
considerations : 



1 The last audited accounts of Du Cane Court Ltd. were for the 18 months 
to 31st March 1954. The Profit & Loss Account, on analysis, discIo.ses a net 
yield for the 18 months from the viewpoint of an intending purchu.ser of the 
order of £50,000 which, on the basis of 14 years’ purchase of one year’s net 
income, would provide a valuation for the fixed assets of the Company and 
before taking account of any sums required to amortize the cost of leasehold 
properties of £470,000 (approximately). This figure compares with a total of 
£680,163, shown in the Balance Sheet at the 31st March as Fixed Assets. 

2 We understand that the Directors have now received an independent 
valuation of the main property, Du Cane Court, in the sum of £41 5,0W 

to which must be added the cost of Eton Court at . . 90,000 

and certain mortgages assuming that they will be fully 

recoverable 73, M5 

and Fixtures, Fittings & Equipment 3,768 



Total Fixed Assets 

Current Assets 



582,413 

15,509 



Total Assets 597,922 

This Total of £597,922 compares with the total assets shown on the Balance 
Sheet at 31st March 1954 of £695,672. 
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Against the above asset valuations are certain ascertainable liabilities as 
follows : 

Mortgage loans and interest £397,087 

6% Mortgage Debentures and Interest .. 68,434 

4i% Mortgage Debentures and Interest .. .. 69,446 

Current Liabilities 62,764 

597,731 



The above figure of liabilities does not include any provision for con- 
tingencies against which the Directors have reserved the sum of £7,500. 

3. It appears that the number of shares at present under consideration for 
sale does not give the holder a controlling interest in the Company. 

Yours faithfully, 

Richard Coates & Co, 
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Appendix No. 12 



Table of Transactions in 6% Debentures of Du Cane Court Ltd. 



Date of 
Accounts 
(1) 


Debentures in Issue 
and Holders 
(2) 


Redemptions since lust Accounts 


Holder 

(3) 


Amount 

(4) 


Redemption 

Price 

(5) 


Payment 

of 

Interest 

Arrears 

(6) 


31/3/50 


First Mortgage Co. £118,220 
Hightrees House Co. JiJJO 
National Bank ^?,710 

W. Livingston . . 

Others . . 29,750 

Total . . £199,250 




£ 

Nil 






30/9/51 


General London . . £22,500 
W. Livingston and 

Mary Hamilton . . 17,240 

Others . . 25,320 

Total . . £65,060 


First Mortgage Co. 
Hightrees House Co. 
W, Livingston: 

Juno 1950 .. 

Nov. 1950 . . 

May 1951 


£116,220 

7,410 

5,250 

1,700 

1,610 

Total liliTFw 


105 >5 


61 years 
6[ years 

7 years 

7 years 

8 years 


30/9/52 


General London . . £22,500 
W. Livingston and 

Mary Hamilton . . 16,520 

Others . . . . 22,630 

Total .. £61,650 


W. Livingston 


3,410 


105% 


3 years 


31/3/54 


General London . . £22,500 
W. Livingston and 

Mary Hamilton . . 1 5,545 

Others .. .. 21,200 

Total . . £59,245 


W. Livingston 


2,405 


105% 


8 years 


31/3/55 


General London . . £22,500 
W. Livingston and 
Mary Hamilton . . 12,905 
Others .. .. 20,940 

Total . . 56,345 


Mrs. Hamilton 


2,900 


105% 


None 


31/3/56 


General London . . £22,500 
W. Livingston and 

Mary Hamilton . . 13,915 

Others . , . . 19,930 

Total . . £56,345 




Nil 






30/9/57 


General London . . £22,500 
W. Livingston and 

Mary Hamilton . . 16,095 

Others . . 17,750 

Total . . £56,345 




Nil 






30/9/58 


General London . . £22,500 
W. Livingston and 

Mary Hamilton , . 11,815 

Others . , . . 16,530 

Total . . £50,845 


Mrs. Hamilton 


5,500 


Pur 


None 


30/9/59 


General London . . £22,500 
Crettingham Co. .. 10,815 

Others . . . . 16,330 

Total . . £49,645 


Mrs. Hamilton 


1,200 


Pur 


None 
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